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ONTARIO TELEPHONE SERVICE COMMISSION 
II 


1201 Wilson Avenue, 


Downsview, Ontario 


Ny.OwPeE Cok 


The 1971 Annual Report of the Ontario 
Telephone Service Commission to the Minister of 
Transportation and Communications was tabled in 
the Legislature on April 24th, 1973, and is now 
available for distribution. Your copy is enclosed 
herewith. 


In order that you may have more up-to-date 
information on hand with respect to Ontario 
independent telephone systems under the juris- 
diction of the Commission than that contained in 
the statistics section of the Report, we attach 
a list of the systems as at January 1, 1973, 
indicating the exchanges and number of phones 
operated by each. 


Thos. Grindlay 
Executive Secretary. 


May 74-19 13 
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NAME OF SYSTEM 


ylmer & Malahide 
hel. COs Ltd. 


alderson Telephone 
Company Ltd. 


lanshard Municipal 
Tel. System 


rooke Municipal 
Tel. System 


‘uce Municipal 
Ter. system 


mbray Telephone 
Company Ltd. 


pital Telephone 
Company Ltd. 


radoc-Ekfrid Tel. 
2. “Gta. 


ONTARIO TELEPHONE SERVICE COMMISSION 
ee NEE TO LON 


LST 


OF 


ONTARIO INDEPENDENT TELEPHONE SYSTEMS 
ENG STO TERMS 


As at January lst, 1973 


SECRETARY 
MANAGER 
OR OWNER 


Howard Palmer 
Managing Director 
Aylmer 


Mrs. G. Dobbie 

Secretary- 
Treasurer 

R.R. #7, Perth 


Mrs. M. Urquhart 

secretary- 
Treasurer 

R.R.#1, St. Marys 


Wilfred Chapman 
Manager 
Inwood 


Mrs. M. MacLeod 
secretary 
Kincardine 


Mrs.Beverly Bailey 
Secretary 
Cambray 


ie Bs Bruce 
Manager 
Carp 


E.R. Monteith 
Manager 
Melbourne 


EXCHANGES 


|Aylmer 


POLte Burwell 
Strat fordville 


Balderson 


|Granton 


Kirkton 
Uniondale 
Sebringville 


Alvinston* 


| Tnwood 


Watford* 
Kincardine 
Paisley 
Port Elgin 
Tiverton 


Cambray 


Maberley 


Melbourne 
Mount Brydges 


MANUAL] NUMBER OF 


Sie) \S, 


PHONES AS AT 


| JANUARY 1,1973 


| EXCHANGE | TOTAL 
4,880) | 
681) |] 6,605 
1,044) 
256 | | 256 
551) |} 
POs) 
373) 3,070 
1,105) 
218) | 
544) |) 1,328 
506) 
2.310) 
778) 
2,048) 4 yee 
809) 
492 492 
161 161 
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| NAME OF SYSTEM SECRETARY EXCHANGES 


MANUAL] NUMBER OF 


MANAGER PHONES AS AT 
OR OWNER JANUARY 1,1973 
cochrane Municipal M. Hannan Cochrane D 27245 We22245 
Tel. System Secretary-Manager 
| Cochrane 
coldwater Municipal |Morley E. Yon Coldwater D 654 654 
Tel. System secretary- 
Treasurer 
Coldwater 
community Telephone |R. M. Brown Bath D 811) 
Co. of Ont.Ltd.|Vice-President Caledonia D 27 ae) 
107 Broad St. East] Dorland D 366) 
Dunnville Drayton D 29:1) 
Dunnville D Hype) 
Elgin D 690) 
Erin D 269) 
Hillsburgh D Tio) 
Inverary D sO RCT OR) 
Kerwood D 497) 
Nairn D aLO)2 122 072 
Newburgh D 543) 
Odessa D O78) 
Orono D 1,457) 
Portland D 704) 
Selby D 429) 
Seely's Bay D 641) 
pebathroy* D Zid) 
Sunderland D Ar Dy) 
Tamworth D 441) 
Yarker D 262) 
‘tyden Municipal W. M. Wake Dryden D 3.7940 a7 240 
Tel. System secretary 
Dryden 
msford Tel. Light |H. Elliott Dunsford M 418 418 
& Power Co-op. |Secretary 
ASSOc’. tLtd. Dunsford 
irham Telephones EF. TY Downs Cavan D 229) 923 
Ltd. Secretary Millbrook D 694) 
63 Brule Gardens 
Torento, e165 475 
'Sfield North Garnet Stockwell Cottam D 1,216 1,216 
Mun.Tel. Syst. Secretary 
Cottam 
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NAME OF SYSTEM 


day Municipal Tel. 
System 


Juron & Kinloss 


lurontario Tele- 
phones Limited 


veewatin Municipal 
Tel. System 


enora Mun. Tel. 
- System 


ansdowne Rural Tel. 
Con Ltd. 


aidstone Mun. Tel. 
System 


iitland Teleser- 
vices Ltd. 


mitoulin Island 
zel. Co. Ltd. 


rnington Mun. 
Tel. System 


frow Telephone 
eo. Ltd. 


Mun. Tel.Syst. 


SECRETARY 
MANAGER 


OR OWNER 


W. C. Horner 


| Secretary- 


Treasurer 
Zurich 


C# Nacholson 
Pecretaly 
Ripley 


Dr. J.A. Vance 
Secretary 
Box 83, Woodstock 


E. L. Holmes 
Secretary 
Keewatin 


D. T. McLeod 
secretary 
Box 110, Kenora 


C. Tedford 
Manager 
Lansdowne 


B. Reeb 
Manager, 
R.R. #3, Essex 


Ee Ra Monterth 
Manager 
Brussels 


Ian Gare 
Manager 
Mindemoya 


D.E.. Schlotzhauer 
Secretary 
Milverton 


Hes Je. Schmidt 
Secretary- 

Treasurer 
Baden 


EXCHANGES 


Dashwood 
Grand Bend 
Zurich 


Dungannon 
Ripley 


Thedford 
Port Franks 


Keewatin 
Kenora 
Lansdowne 


Emeryville 
Pleasant Park 


Auburn 
Blyth 
Brussels 


| Manitowaning 


Mindemoya 
Tehkummah 


Milverton 


Parham 
Sharbot Lake 


OR 
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MANUAL] NUMBER OF 
PHONES AS aT 
DIAL | JANUARY 1,1973 | 


EXCHANGE 
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384) 
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228) 
870) 
1,416) 


344) 
609) 
161) 


1,565 


2297) 
493) 
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NAME OF SYSTEM SECRETARY EXCHANGES MANUAL | NUMBER OF 


Gees OR PHONES AS AT 
DIAL | JANUARY 1, 1973 
iskoka & Parry vies SUG tokel slits bm Burks Falls* D 197) 
Sound Tel. Co.|Secretary-Treasurer| Emsdale D 478) 
Ltd. Baden Magnetewan D 276) £,133 
Sprucedale D 182) 
jrehern Telephone {|D. H. J. Lamothe Abitibi Canyon D 210) 
Limited Secretary Ansonville D 1760) 
New Liskeard Belle Vallee D 145) 
Calstock D 100) 
Cobalt D Be hee 
Cochrane* D 359) 
Connaught D 104) 
Earlton D 509) 
Elk Lake D 182) 
Englehart D 1,470) 
Fauquier D 230) 
Gowganda D 90) 
Haileybury D 2,145) 
Hearst D D7 O2s,) 
Kamiskotia D 30) 
Kapuskasing D 6,300) 3,b49 
Kirkland Lake D 6,712) 
Larder Lake M 468) 
Latchford D 135) 
Matachewan D 133) 
Matheson D 764) 
Mattice D Sin) 
Milberta D 176) 
Moonbeam D 409) 
New Liskeard D 4,262) 
Opasatika D 148) 
Opishing D 4) 
Ramore-Holtyre D a 
Smooth Rock 
Falls P he 
South Porcupine D 3,055) 
Swastika D 7519 
Timmins D 16,144) 
Val Gagne D 313) 
Virginiatown M 514) 
‘th Norwich Mun. |mrs. M. Spencer Burgessville D 868) 
Tel. System} Secretary-Treasurer|Norwich* D 288) | 1,325 
Burgessville Woodstock* D 169) 
th Renfrew Tel. |Mrs. A. Brown Beachburg D 440) : 
Co. Ltd. Secretary Pembroke* D 224) 91 
Beachburg Westmeath D 25.19 
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NAME OF SYSTEM SECRETARY EXCHANGES MANUAL |NUMBER OF 
MANAGER OR PHONES AS AT 
OR OWNER 


JANUARY 1,1973 


Dakwood Telephone Co. 
Limited 


Miss E. Gorrill 
Secretary-Treasurer 
Beis #2, Uitttle 
Britain 


Oakwood 


F. Blackbourn 
Secretary-Treasurer 
Keene 


Be Kh. Sutherland 
Secretary-Treasurer 
Forest 


'eople's Telephone 
Cor, On 
Forest, Ltd, 


Aberarder 
Arkona 
Forest 


‘oxborough Telephone 
co. Ltd. 


J. W. Beach 
Manager 

1609 Jane Street 
Cornwall 


Moose Creek 


outh Bruce Rural 
ei. “CO. Ltd « 


A. H. McTavish 
Secretary-Treasurer 
Teeswater 


Mildmay 
Teeswater 


923) 
867) 


aylor Telephone Co. |R. Taylor Dyer's Bay D 87) 
Limited Secretary Lion's Head M 620)] 

Lion's Head Stoke's Bay D 72)| 

Tobermory D 297) 

hunder Bay Tel. H. W. McKinnon Court Street D 22,319) 
Department Manager | Current River D 37.076) 

241 Vickers St. Murillo D 472) 

Thunder Bay Riverview D 9,946) 

Shuniah D 3,05.) 

Vickers D 23,929) 

uckersmith Mun. Mel Graham Bayfield D 534) 
Tel. System |Secretary-Treasurer}] Clinton* D 420) 
Brucefield Hensall* D 461) 

Seaforth* D 433) 


774 | 


i 


*Stport Telephone 
eo. Ltd. 


O. S. McNally 
Secretary-Treasurer 
R.R. #2, Westport 


Westport 


ightman Telephone Mrs. L. Wightman Ayton 


Limited Secretary Clifford 
Cire fore Gorrie 
Neustadt 


' Indicates exchange to which 40 
Service station lines connect. Total Systems = aU 


ea (See also Note on following page) 
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NOTE: The Maidstone Municipal Telephone System 
was sold, as of Pebruany lst.al973 tos 


Telontario Incorporated, 
B. Reeb, Manager 

SoA AS be 

Essex, Ontario 


Dunsford Telephone Light & Power 
Co-operative Association Limited has 
been sold to Bell Canada with takeover 
scheduled for November Egith, £973. 


matey2 onoly c 
:og €Fel ,jet yisitdst to £B .bfoa s6w 
possioqrogad oiszsetaoleT 
“~spens ,desih .& 
‘ ,f «Ht 
obisse0 .xeeed 


<qwol a sdodt snddgeist Brotenud : 
- = ned pavintd aottainoesA sv tsernqo-o2 
ret avootat+ d3iw sheasd. {tei os bios nsed 


a oret .f98i vadmevon so? bolubarios 


ANNUAL REPORT 


TOeTHE 


MINISTER OF TRANSPORTATION AND COMMUNICATIONS 


ONTARIO TELEPHONE SERVICE COMMISSION 


OL 


INCLUDING 


SUMMARY OF STATISTICAL RETURNS 


FROM TELEPHONE SYSTEMS 


MINISTRY OF TRANSPORTATION AND COMMUNICATIONS 


DOWNSVIEW, ONTARIO 
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Letter of Transmittal 


TO THE HONOURABLE G. R. CARTON, 0.C. 


Minister of Transportation and Communications 


Sap: 


The undersigned have the honour to present the Annual 
Report of the Ontario Telephone Service Commission for the 
year ending December 31, 1971. 


Respectfully submitted, 


R. G. BENNETT, Chairman, 


D. M. DUNCAN, Vice-Chairman, 


J. B. WEBSTER, Member. 


Downsview, Ontario 
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ONTARIO TELEPHONE SERVICE COMMISSION 


The Ontario Telephone Service Commission is responsible 


e@iters 


- administration of The Telephone Act, (R.S.O. L970, Chap. 457) 
regulating the operations of Independent Telephone Systems 


created under the Statutes of Ontario. 


- provision of management, engineering, and technical advice 


to Independent Telephone Systems. 


AsTvOr January, 1, 1972, there were 42 Independent Tele- 
phone Systems operating in Ontario with approximately 195,000 
phones and an estimated total capital expenditure, for plant 
and equipment, of almost $82,000,000. Telephone service in 
the Province is provided by these 42 Independents, by Bell 
Canada with more than 3,800,000 phones, and by the Ontario 
Northland Communications System which operates long distance 
lines in Northern Ontario and Quebec and provides local 


service to a few customers. 


Administration 


The Commission consists of three members appointed 
by Order-in-Council and a permanent staff of five, including 
a professional Communications engineer, two engineering 
officers, the Executive Secretary and a stenographer. The 
Commission holds regular meetings in Toronto, once a month 
or more frequently when required, to hear applications made 
under the provisions of The Telephone Act. Public hearings 
are held in other locations in cases where the public can be 


better served by holding a local hearing. 


On wune 23), 1971). administration of The Telephone Act 
was assigned to the Minister of Transportation and 


Communications and the offices of the Commission were moved 
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later in the year to a new location in the Ministry. Of 
Transportation and Communications building at Downsview, 


Ontario. 


Since telephone systems operate on an exclusive 
franchise basis, and are not subject to the natural control 
of competition in their own area, there must be a measure 
of government control over their operations. To revise 
rates, borrow or issue capital, sell out or merge with 
another system, or make agreements for interchange of 
Service, the Independent Telephone Systems in Ontario must 


obtain approval from the Commission. 


ORGANIZATION OF SYSTEMS 


The independent telephone systems in Ontario May be 
divided into three classes according to type of ownership. 
The 42 systems operating at the beginning of 1972 are 


Organized as follows: 


Systems operated as Public 
Utilities by Municipal 
SOME ONo te POINS © cogswansis'sccye coy 605 S50. oe 


MunVcipalSyStems sai seiiiate ti 


Systems owned by Incorporated 
Telephone Companies or 
SET CU TTL 5S Oar race rst nis 2 ee va ru so" oe 


BOs LOO Zoo 


42 |100.0/ 194,942 | 100.0 
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MODERNIZATION OF SYSTEMS 


Lack of revenue during the 1930's depression and the 
difficulty in obtaining maintenance Supplies and new 
equipment during the war years, resulted in many run down, 
obsolete Independent Telephone Systems. When the Ontario 
Telephone Authority (predecessor to the Commission) was 
established in 1954, there were 465 Independent systems 
in Ontario operating a total of some 176,000 phones. Most 
of these were very small organizations with less than 
300 phones. The few dial exchanges operated by Independents 
were mostly in urban areas. The Commission encouraged and 
assisted those systems wishing to convert to modern dial 
Operation and tried to persuade smaller systems to amalgamate 
with neighbouring systems in order to form units large 


enough to make dial conversion economically feasible. 


Since 1954, the Commission's engineering staff has 
provided complete plant design and engineering services for 
the conversion of 49 telephone exchanges to dial and two 
more are underway. Substantial engineering assistance has 
been provided in the dial conversion of an additional 29 
exchanges and general advice and technical assistance has 
been provided to systems conducting their own modernization 


program. 


Many systems decided to sell rather than raise the 
large amounts of capital necessary to finance a modernization 
program. Many sold out to Bell Canada and quite a few to 
larger, neighbouring independents. As a result, the number 
of independent systems has steadily decreased. However, the 
systems that modernized have steadily expanded so that the 
total number of phones operated by these remaining systems 
has stayed substantially the same through the years and is 
now greater than the number operated by the 465 systems in 
1954. Furthermore, although these systems operate slightly 
less than 5% of the total phones in Ontario, they are 


located in predominantly rural areas and therefore occupy 
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a much wider service area than the telephone count would 


Suggest, particularly in Northern Ontario. 


Number of Systems Number of Telephones 


1954 465 176,593 
1960 306 179,918 
1965 129 178,508 
1970 66 183,858 
1972 42 194,942 


Of the remaining 42 Systems, 3 small companies have 
completed arrangements to sell to Bell Canada and will be 
taken over during the next two years. It is also possible 
that a few additional small systems will decide to sell Out? 
however, most of the remaining companies have modernized 
their plant or have completed plans to do so and Tt is 
expected that approximately 35 independent systems will 


continue in business indefinitely. 


At present growth rates, it is predicted that the 
number of phones owned by these remaining 35 systems will 
exceed 200,000 by 1973, with 99% operated on a modern dial 
basis. The Commission's modernizing program is now nearing 
completion and the Engineering Staff is becoming more 
concerned with assistance in designing additional plant and 
the further modernization of the remaining independent 
systems in order to keep up with technological advances in 
the telephone field, and the demand for new types of 
telecommunications services. During 1971, a complete re-study 
of two earlier converted systems was made and extensive 
planning was found necessary to cope with growth in their 
Serving areas. Similar studies of other systems are in 


progress. 
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SIZE OF SYSTEMS 


Operating in Ontario as of Januatyels 1972. 


systems with less than 200 


The following table indicates the size of systems 


CVer* duringalo7 2. 


Both of the 


phones have been sold for take- 


Number of Telephones Number of Systems 3 

Lo 20.0 4.8 

201 - 500 oe59 

501 - 1000 10 2320 

1001 - 2000 10 ooo 

2001 - 5000 10 2313 

over 5000 es iveo. 

42 100.0 

ORDERS OF THE COMMISSION, 1970 

During the year ending December 31, 1970, a total 


of 192 Orders were issued by the Commission for the 


undermentioned purposes and under the following sections of 
The Telephone Act. 


Section 
10 PNeRAMEGNES: LO Previous Orders, oye. ose oso. 
47 Approval of distribution of assets of 
PU Cena ee VS EGINS:! 5.5. 8. aisle. aceus’ = gs: 0) eels eau rameeiee 
60 Approval of release of a subscriber of a 
Muni er pads SYS CCMO Us fe es Sea d.cbe ee Oe ere meee 
rigs) Prescribing date of Annual Meeting of 
SSUES UIE Seah a Votre hearse Veolia chia Yel svis\ce cava fat eae ue see ais Lerehenee 
88 Approval of Special Resolutions and Company 
SOLS) WS Maya ite al ots, chon ate ic fos itb lois tose, teh eFans ‘elie siivvabere) ctieveteu ele 
96 Approval of agreements for interchange of 
Service and amendments thereto << v6..0 5.020: 
100 Approval of Municipal By-Laws granting 
OMG SOS meet el irg tet on arsi's etc) sy adategen a /o'ote ievoh istic enaiweete Me 
103 Approval of sale of whole or part of system 
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MONS APPEOVal Of ‘telephone charges ..:...2<.... 28 
108 Approval of use of depreciation funds 
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SALES 


Two systems were sold to Bell Canada during 1971 
and their operations will be integrated with those of 
Bell. 


NOw Of 

Name Address Phones 

Oxford Telephone Company Limited ..... TNHETKT Pests: te 24942 
Hopetown Telephone Company Limited ...Hopetown ...... 314 


The following five additional systems gave up business 
during the year and their areas will now be served by Bell 
Canada. In most cases, completely new facilities have been 
installed and when these are in operation, old plant is 


removed and the independent system goes out of business. 


NORE Ow 

Name Address Phones 
Burpee Municipal Telephone System....Evansville ..... 61 
Herron Private Telephone System ..... jbyetgvelial ey tonceocros Oroed al! 
Osprey Municipal Telephone System ...Feversham ...... 346 
sebright Telephone Company Limited ..Sebright ..:.... 189 

West Campbell & Mills Telephone 

COM Dc Vetere CMe tency syate sie er sire oie 6 ete wire edo) ols aims 6g Saw tA 32 


Approval was granted in 1971 for the merger of 
Central Community Telephone Limited and the Dunnville 
Consolidated Telephone Company Limited to form a new company 


called Community Telephone Company of Ontario Limited. The 
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new company, with head offices at Dunnville, operates a 
total of approximately 20,000 phones from twenty exchanges 
throughout Southern Ontario. 


Approval was also granted for the sale of the 
Maberly Telephone Company Limited (115 phones) to Capital 
Telephone Company Limited, a Subsidiary of Bell Canada. 


One order was issuedduring the year which provided 
for a change of ownership of the controlling interest in an 
independent system. Harold J. Schmidt of Baden, Ontario 
purchased a controlling interest in the capital stock of the 


Morrow Telephone Company Limited at Sharbot Lake (708 phones). 


As mentioned earlier in this report, arrangements 
have also been made with Bell Canada for the sale or overbuild 
during 1972-73 of an additional three small systems operating 
a total of approximately 500 phones. Each case has been 
studied individually by the Commission and an order has been 


issued to approve the action. 


SUMMARY OF STATISTICS 


As at January 1, 1971, there were 51 telephone systems 
within the jurisdiction of Ontario Operating approximately 
188,500 telephones. 


During 1971, seven independent systems operating 
approximately 3,900 phones ceased to operate or were sold to 
Bell Canada, one system was sold to another independent 
company, two companies merged to. form one new system, and 
a controlling interest in one system changed hands. At 
January 1, 1972, there were therefore 42 remaining independent 
systems in the Province and these operate approximately 


195,000 phones. 
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The 42 systems operate a total of 134 exchanges 
throughout the Province. Of these exchanges, 119 have now 
been converted to dial operation and plans have been 
completed for the conversion or sale of eight “additional 
manual exchanges during 1972-73. 


Of the telephones operated by independent systems 
erwonuarys ll, 1972, a total of 190,000 or 97.5% are dial. 


The following pages of this Teport contain a list 
of the names of the Independent Systems in Ontario which 
report to this Commission, together with brief information 


concerning them. 
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Letter of Transmittal 


TO THE HONOURABLE G.R. CARTON, Q.C. 


Minister of Transportation and Communications 


Sir: 


The undersigned have the honour to present the Annual 
Report of the Ontario Telephone Service Commission for 
the year ending December 31, 1972. 


Respectfully submitted, 


R.G. BENNETT, Chairman, 


D.M. DUNCAN, Vice-Chairman, 


J.B. WEBSTER, Member. 


Downsview, Ontario 


August io, 1973 
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ONTARIO TELEPHONE SERVICE COMMISSION 


The Ontario Telephone Service Commission is responsible 


for: 


- administration of The Telephone Act, (R.S.O. 1970, Chap.457) 
regulating the operations of Independent Telephone Systems 


created under the Statutes of Ontario. 


- provision of management, engineering, and technical advice 


to Independent Telephone Systems. 


As of January 1, 1973, there were 40 Independent Tele- 
phone Systems operating in Ontario with approximately 205,500 
phones and an estimated total capital expenditure, for plant 
and equipment, of some $87,000,000. Telephone service in 
the Province is provided by these 40 Independents, by Bell 
Canada with more than four million phones, and by the Ontario 
Northland Communications System which operates long distance 
lines in Northern Ontario and Quebec and provides local 


service to a few customers. 


ADMINISTRATION 


The Commission consists of three members appointed 
by Order-in-Council and a permanent staff of five, including 
a professional communications engineer, two engineering 
officers, the Executive Secretary and a stenographer. The 
Commission holds regular meetings in Toronto, once a month 
or more frequently when required, to hear applications made 
under the provisions of The Telephone Act. Public Hearings 
are held in other locations in cases where the public can be 


better served by holding a local hearing. 
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Since telephone systems operate on an exclusive 
franchise basis, and are not subject to the natural control 
of competition in their own area, there must be a measure 
of government control over their operations. To revise 
rates, borrow or issue capital, sell out or merge with 
another system, or make agreements for interchange of 
service, the Independent Telephone Systems in Ontario must 


obtain approval from the Commission. 


In 1971, administration of The Telephone Act was 
assigned to the Minister of Transportation and Communications 
and the offices of the Commission are now located in the 
Ministry of Transportation and Communications building at 


Downsview, Ontario. 


Good communications in today's world are becoming 
more important every year, to the public, to industry, and 
to government, and the whole field of communications is 
constantly changing and expanding. A telecommunications 
policy for the Province of Ontario is presently being 
developed by the Ministry of Transportation and Communications 
and the new Communications Branch was established in early 
1972 €o administer the activities 6f£ the Ministry in this 
broad field. 


ORGANIZATION OF SYSTEMS 


The independent telephone systems in Ontario may be 
divided into three clases according to type of ownership. 
The 40 systems operating at the beginning of 1973 are 


organized as follows: 
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MODERNIZATION OF SYSTEMS 


Lack of revenue during the 1930's depression and the 
difficulty in obtaining maintenance supplies and new 
equipment during the war years, resulted in many run down, 
obsolete independent telephone systems. When the Ontario 
Telenhone Authority (predecessor to the Commission) was 
established in 1954, there were 465 Independent systems 
in Ontario operating a total of some 176,000 phones. Most 
of these were very small organizations with less than 300 
phones. The few dial exchanges operated by Independents 
were mostly in urban areas. The Commission encouraged and 
assisted those systems wishing to convert to modern dial 
Operation and tried to persuade smaller systems to amalgamate 
with neigbouring systems in order to form units large 


enough to make dial conversion economically feasible. 


Since 1954, the Commission's engineering staff has 
provided complete plant design and engineering services for 
the conversion of 49 telephone exchanges to dial and two more 
are underway. Substantial engineering assistance has been 
provided in the dial conversion of an additional 30 exchanges 
and general advice and technical assistance has been provided 


to systems conducting their own modernization program. 
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Many systems decided to sell rather than raise the 
large amounts of capital necessary to finance a modernization 
program. Many sold out to Bell Canada and quite a few to 
larger, neighbouring independents. As a result, the number 
of independent systems has steadily decreased. However, the 
systems that modernized have steadily expanded so that the 
total number of phones operated by these remaining systems 
has stayed substantially the same through the years and is 
now greater than the number operated by the 465 systems in 
1954. Furthermore, although these systems operate slightly 
less than 5% of the total phones in Ontario, they are 
located in predominantly rural areas and therefore occupy 
a much wider service area than the telephone count would 


Suggest, particularly in Northern Ontario. 


Number of Systems Number of Telephones 


1954 465 L7G: ;59'3 
1960 306 Loy 8 
L965 LAS) 178,508 
19:70 66 183.006 
LOTS 40 205,470 


Of the remaining 40 Systems, 1 small company has 
completed arrangements to sell to Bell Canada and will be 
taken over this year. It is also possible that a few 
additional small systems will decide to sell out; however, 
most of the remaining companies have modernized their 
plant or have completed plans to do so and it is expected 
that approximately 35 independent systems will continue 


in business indefinitely. 


At present growth rates; it is’ predicted that the 
number of phones owned by these remaining 35 systems will 
exceed 225,000 by 1975, with more than 99% operated on a 
modern dial basis. The Commission's modernizing program 


is now nearing completion and the engineering staff is 
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becoming more concerned with assistance in designing 
additional plant and the further modernization of the 
remaining independent systems in order to keep up with 
technological advances in the telephone field, and the 
demand for new types of telecommunications services. 
During 1971, a complete re-study of two earlier converted 
systems was made and extensive planning was found necessary 
to cope with growth in their serving areas. Construction 
of new plant is now underway at these systems with 
Commission staff providing supervisory assistance. In 
1972, re-studies of four systems were made and similar 


studies of others are in progress. 
SIZE OF SYSTEMS 


The following table indicates the size of systems 


Operating In Ontario as of January 1; 1973. 


Number of Telephones Number of Systems % 
LOT => 3500 6 Net) 

501. =. 1000 6 oO 

TOOL. <==. 2000 13 CIES 
2001 “= 3000 fi oR Rts: 
3001 = 5000 P} 5m 0 
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40 100.0 


ORDERS OF THE COMMISSION, 1972 


During the year ending December 31, 1972, a total 
of 127 Orders were issued by the Commission for the 
undermentioned purposes and under the following sections of 
The Telephone Act. 
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SALES 


Two small systems on Manitoulin Island were sold 
to Bell Canada during 1972 and their operations will be 
integrated with those of Bell. 


No. Of 
Name Address Phones 
Dawson Township Amalgamated 
Telephone Company Limited .... Meldrum Bay ..... Zu 
Robinson Rural Telephone 
Company cUEME PG: ete «oe stee i ere Bayer wee eie. wun cis. 4l 


Bell Canada also purchased two larger exchanges 
at Carp (1300 phones) and Constance Bay (980 phones) from 
its subsidiary, Capital Telephone Company Limited. These 
exchanges now form part of the Ottawa complex and it was 
considered that their operation and future planning could 


be better administered by the parent company. 
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A new, wholly-owned Bell Canada subsidiary, Telontario 
Incorporated, was established in 1972 to consolidate Bell's 
interest in two Ontario systems in which the company owned 
a-controlling interest. It is also intended that any 
future acquisitions of independent systems will be made 
by Telontario Incorporated rather than by Bell Canada 


in order that such systems will remain provincially regulated. 


The Commission therefore approved the change of 
ownership of a controlling interest in Maitland Teleservices 
Limited (2500 phones) and Caradoc-Ekfrid Telephone Company 
Limited (2100 phones) from Bell Canada to Telontario 


Incorporated. 


One other Order was issued during the year which 
provided for the change of ownership of a controlling 
interest in an independent system. Harold J. Schmidt of 
Baden, Ontario, purchased a controlling interest in the 
capital stock of the Muskoka & Parry Sound Telephone 
Company Limited at Emsdale (1135 phones). 


SUMMARY OF STATISTICS 


As at January 1, 1972, there were 42 telephone systems 
within the jurisdiction of Ontario operating approximately 
195,000 telephones. 


During 1972, two small independent systems operating 
approximately 60 phones were sold to Bell Canada, and two 
exchanges operating approximately 2300 phones and owned by 
a Bell subsidiary were taken over by the parent company. 

A controlling interest in three systems changed hands. At 
January 1, 1973, there were therefore 40 remaining independent 
systems in the Province and these operate approximately 


205,500 phones. 
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The 40 systems operate a total of 128 exchanges 
throughout the Province. Of these exchanges, 119 have now 
been coverted to dial operation and plans have been 
completed for the conversion or sale of three additional 
manual exchanges during 1973. 


Of the telephones operated by independent systems 
aiowaniary 1, 1978, a total of almost 202,000 or 98.23 


are dial. 


The following pages of this report contain a list 
of the names of the Independent systems in Ontario which 
report to this Commission, together with brief information 


concerning them. 
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Letter of Transmittal 


TO THE HONOURABLE JOHN R. RHODES 


Minister of Transportation and Communications 


Sir: 


The undersigned have the honour to present the Annual 
Report of the Ontario Telephone Service Commission for 
the year ending December 31, 1973. 


Respectfully submitted, 


E.AS FRITH; Chairman, 


D.M. DUNCAN, Vice-Chairman, 


J.B. WEBSTER, Member, 


R.G. BENNETT, Member. 


Downsview, Ontario 


July 15th, 1974 
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ONTARIO TELEPHONE SERVICE COMMISSION 


The Ontario Telephone Service Commission is 
responsible for administration of The Telephone Act, 
(R.S.O. 1970, Chap. 457) regulating the operation of 
Independent Telephone Systems created under the Statutes 


of Ontario. 


As of. January, 1, 1974,. there were 40 Independent 
Telephone Systems operating in Ontario with approximately 
216,000 telephones and an estimated total capital 
expenditure, for plant and equipment of almost $100 million. 
Telephone service in the Province is provided by these 
40 Independents, by Bell Canada with more than four 
million telephones, and by the Ontario Northland Communi- 
cations System which operates long distance lines in 
Northern Ontario and provides local service to approxi- 


Mately 1,600 customers. 


ADMINISTRATION 

The Commission consists of four members appointed 
by Order-in-Council and a permanent staff of two, the 
Executive Secretary and a stenographer. Staff support 
including Engineering, Accounting, Legal and Technical 
Assistance, is provided by the Communications Division of 


the Ministry of Transportation and Communication on request 
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of the Commission. 


The Commission holds regular meetings in TOLONtSG, 
once a month or more frequently when required, to hear 
applications made under the provisions of The Telephone 
Act. Public Hearings are held in other locations in 
cases where the public can be better served by holding 


a local hearing. 


Since telephone systems operate on an exclusive 
franchise basis, and are not subject to the natural 
control of competition in their own area, there must be 
a measure of regulatory control over their operations. 

To revise rates, borrow or issue capital, sell out or 
merge with another system, or make agreements for 
interchange of service, the Independent Telephone Systems 


in Ontario must obtain approval from the Commission. 


In 1971, administration of The Telephone Act 
was assigned to the Minister of Transportation and 
Communications. The offices of the Commission are now 
located in the Ministry of Transportation and Communications 


building at Downsview, Ontario. 


Good communications in today's world are more 
important every year, to the public, to industry, and, to 
government. The field of communications is constantly 
changing and expanding. A telecommunications policy 


for the Province of Ontario is being developed by the 
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Ministry of Transportation and Communications. The new 
Communications Division was established in early 1974 to 
administer the activities of the Ministry in this broad 


field. 


ORGANIZATION OF SYSTEMS 


The Independent Telephone Systems in Ontario may 
be divided into three classes according to type of 
ownership. The 40 systems operating at the beginning of 


1974 are organized as follows: 


aes 


Systems operated as Public 

Utilities by Municipal 

Corporations TP ased 
Municipal Systems 2oed02 
Systems owned by Incor- 

porated Telephone 

Companies 112,906 


rae fae O71 216,007 100 50 


MODERNIZATION OF SYSTEMS 


Lack of revenue during the 1930's depression and 
the difficulty in obtaining maintenance supplies and new 


equipment during the war years, resulted in many run down, 
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obsolete independent telephone systems. When the Ontario 
Telephone Authority (predecessor to the Commission) was 
established in 1954, there were 465 independent Systems 
in Ontario operating a total of some 176,000 telephones. 
Most of these were very small organizations with less 
than 300 telephones. The few dial exchanges Operated by 
Independents were mostly in urban areas. The Commission 
encouraged and assisted those systems wishing to convert 
to modern dial operation and tried to persuade smaller 
systems to amalgamate with neighbouring systems in order 
to form units large enough to make dial conversion 


economically feasible. 


Many systems decided to sell rather than raise 
the large amounts of capital necessary to finance a 
modernization program. Many sold out to Bell Canada and 
to larger, neighbouring independents. As a result, the 
number of independent systems has steadily decreased. 
However, the systems which modernized have steadily 
expanded so that the total number of telephones operated 
by these remaining systems has stayed substantially the 
Same through the years and is now greater than the 
number operated by the 465 sytems in 1954. Furthermore, 
although these systems operate slightly less than 
5 per cent of the total telephones in Ontario, they are 
located in predominantly rural areas and therefore occupy 
a much wider service area than the telephone count would 


Suggest, particularly in Northern Ontario. 
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Number of Systems Number of Telephones 


1954 465 LG, 395 
1960 306 LID, 918 
1965 a9 178,508 
1970 66 183,858 
1974 40 216,007 


Of the remaining 40 Systems, most have modernized 


their plant or have completed plans to do so. 


At present growth rates, it is predicted that the 
number of telephones under provincial jurisdiction will 
exceed 225,000 by 1975,. with more than 99 per cent 
Operated on a modern dial basis. The Commission's 
modernizing program is now nearing completion and the 
engineering staff of the Communications Division of the 
Ministry is becoming more concerned with assistance in 
designing additional plant and the further modernization 
of the remaining independent systems in order to keep 
up with technological advances in the telephone field, 
and the demand for new types of telecommunications 


services. 


SIZE OF SYSTEMS 


The following table indicates the size of systems 


Operating in Ontario as of January 1, 1974. 
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Number of Telephones Number of Systems 

101 - 500 5 
501 =1 L000 8 
1001 =» 2000 ual 
2001 - 3000 8 
3001 - 4000 2 
4001 = ~5000 0 
5001 “7107000 3 
over 10,000 3 


ORDERS OF THE COMMISSION, 1973 


During the year ending December 31, 1973, a total of 


81 Orders were issued by the Commission for the undermen- 


tioned purposes and under the following sections of 


The Telephone Act. 


Section 
POS ANeCnOMents to previous Orders 6s. .%.k alee ot 
47 Approval. of Distribution of Assets) us ws 4). 
60 Approval of release of a subscriber of 
Seuna cpa toy a eOme Me wes ah eres Ores fad os hele eos 
71 Approval of By-Laws of a Municipal System . 
73 Prescribing date of Annual Meeting of 
Belay eae ev Seg Mees hPa. ar ei ce eh ue el nes ean aah 
88 Approval of Special Resolutions and Company 
BY-LAWS Weems. AValonsl slot elaleiahetyiane 6 iste in.é «ates x ate na 
96 Approval of agreements for interchange of 
Service and amendments thereto ..... BP al scette te 
100 Approval of Municipal By-Laws granting 
Prancha Sec. aw cise o Miagetster el alee eke e setaiern che 
102 Approval of agreements re technical services 
103 Approval of sale of whole or part of 
System or transfer of control 
ius “Approval/or telephone charges” vs. 0)ss2¥.o:. 
109 Authority to issue evidence of indebtedness 


Number 
of Orders 
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SALES AND CHANGES 


The Dunsford Telephone, Light and Power Association 
Limited (420 telephones) was taken over by Bell Canada in 
1973. This completed arrangements made several years 
ago for the sale of the system. In the meantime, Bell 
has substantially rebuilt the outside plant and installed 
a dial exchange and the system's operation has been 


integrated with that of Bell. 


Sale of the Maidstone Municipal Telephone System 
(2,200 telephones) to Telontario Incorporated was completed 
in 1973. The latter company is a subsidiary of Bell Canada 
which was established in 1972 to make such acquisitions 
in order that future purchases of Independent Systems by 


Bell would leave the systems under provincial regulation. 


Central Communications Corporation of Tomah, 
Wisconsin (owner of Manitoulin Island Telephone Company 
Limited) purchased a controlling interest in the Taylor 
Telephone Company Limited which operates four exchanges 
in the northernsection of the Bruce Peninsula with a total 
of 1150 telephones. The Taylor System will continue 


under the same name. 


The name of the Morrow Telephone Company Limited 
was changed to the "North Frontenac Telephone Company 
Limited". This systems operates 880 telephones from two 


exchanges at Sharbot Lake and Parham. 
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In addition to the above changes, it was decided to 
add the name of the Abitibi Paper Company Limited to the 
list of systems which follows this report. Although the 
telephone system is operated as an integral part of 
services provided by the Company in a Company town, it 
does provide service to the public from its exchange 
in Iroquois Falls and is therefore regulated by the 


Ontario Telephone Service Commission. 


SUMMARY OF STATISTICS 


As at January 1, 1973, there were 40 telephone 
systems within the jurisdiction of Ontario operating 


approximately 205,500 phones. 


During 1973, one system was sold to Bell Canada 
and one to another independent company. A controlling 
interest in one system changed hands and the name of 
another was changed. One system was added to the list. 
At January lst, 1974, there were therefore 40 remaining 
independent systems in the Province and these operate 


216,000 telephones. 


The 40 systems operate a total of 125 exchanges. Of 
these exchanges, 118 have now been converted to dial 
Operation and plans have been completed for the conversion 


of two additional manual exchanges during 1974. 
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Of the telephones operated by independent systems 


at January 1, 1974, a total of 213,000 or 98.7% are dial. 


The following pages of this report contain a list 
of the names of the independent systems in Ontario which 
report to this Commission, together with brief information 


concerning them. 
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ONTARIO TELEPHONE SERVICE COMMISSION 


INTRODUCTION 


The Ontario Telephone Service Commission is 
responsible for regulating the providers of telephone 
services under provincial jurisdiction pursuant to The 


HelLepnone Act, Rk. 5° O.. 1970, Chapter 457. 


Since telephone systems operate on an exclusive 
franchise basis, and are not subject to the natural control 
of competition in their own area, there is regulatory 
control over their operations. To revise rates, borrow or 
issue capital, sell out or merge with another system, or 
Make agreements for interchange of service, the Independent 
Telephone Systems in Ontario must obtain approval from the 


Commission. 


As of January 1, 1975, there were 40 Independent 
Telephone Systems operating in Ontario with approximately 
230,000 telephones and an estimated total capital expenditure, 
for plant and equipment of over $107 million. Telephone 
service in the Province is provided by these 40 Independents, 
by Bell Canada with 4.6 million telephones, and by the 
Ontario Northland Communications System which Operates long 
distance lines in North Eastern Ontario and provides local 


service to approximately 1,600 customers. 


While the number of telephones per 100 population 
is 54.9 for all of Canada, the Province of Ontario Has 59.4 
per 100 population and leads all other provinces in this 


regard. 


In December 1974, the Commission moved into a new 
location at 3625 Dufferin Street, Downsview. This new 


accommodation includes a hearing room. 


ADMINISTRATION 


The Commission consisted of four members appointed 
by Order-in-Council. Late in 1974, the Government decided 
to enlarge the Commission to seven members and give it broad 
regional representation. The Commission has a permanent staff 
of four, the Executive Secretary, Assistant Executive Secretary, 
Research Officer and stenographer. Staff support, including 
engineering, accounting, legal and technical assistance, is 
provided by the Communications Division of the Ministry of 


Transportation and Communications on request of the Commission. 


HEARINGS 


The Commission holds regular business meetings in 
Toronto once a month, or more frequently when required, and 


panels are formed, when necessary, to hear applications made 


under the provisions of The Telephone Act. Hearings are 
held in other locations in cases where the publscV’can’ be 


better served by holding a local hearing. 


The Commission held one major rate hearing in 
1974. The hearing was the result of an application from 
the Community Telephone Company of Ontario Limited for 
increased rates which, if granted, would have generated 
additional revenues of approximately $407,000. After three 
days of hearings into the financial status of the Company 
in Toronto, and evening hearings into service complaints at 
Hillsburgh and Kingston, the Commission found that the 
Applicant required additional revenues of $159,000 and 
approved of a new rate schedule which would generate such 
a requirement. The reward to Community Telephone was based 
on a rate of return formula and was the first time the 
Commission used this method to determine a telephone system's 
rate requirement. It is the Commission's intention to evaluate 
future telephone rate applications by employing the rate of 


return method of regulation. 


ORGANIZATION OF SYSTEMS 


The Independent Telephone Systems in Ontario may 
be divided into three classes according to type of ownership. 


The 40 systems operating at the end of 1974 are organized as 


follows: 


Systems Telephones 
No. S No. S 
Systems operated as Public 
Utilities by Municipal 
COEDONS BELONG 2 it ieee eee ee 5 L2;5 83 -~Ab50 36°93 
Municipal. «Systems. wdc. ae dt Zhieo 245 768071 ba 
Systems owned by Incorporated 
Telephone Companies....... 24 60.0 LL, 9380. S254 
40 100.0 228,810 100.4 


MODERNIZATION OF SYSTEMS 


Lack of revenue during the 1930's depression and 
the difficulty in obtaining maintenance supplies and new 
equipment during the war years resulted in many run-down, 
obsolete independent telephone systems. When the Ontario 
Telephone Authority (predecessor to the Commission) was 
established in 1954, there were 465 Independent Systems in 
Ontario operating a total of some 176,000 telephones. Most 
of these were very small organizations with less than 300 
telephones, The few dial exchanges operated by Independents 
were mostly in urban areas. The Commission encouraged and 
assisted those systems wishing to convert to modern dial 
operation and tried to persuade smaller systems to amalgamate 
with neighbouring systems in order to form units large enough 


to make dial conversion economically feasible. 


- 5 - 


Many systems decided to sell rather than raise the 
large amounts of capital necessary to finance a modernization 
program. Many sold out to Bell Canada and to larger, 
neighbouring Independents. As a result, the number of 
independent systems has steadily decreased. However, the 
systems which modernized have steadily expanded so that the 
total number of telephones operated by these remaining systems 
has stayed substantially the same through the years and is now 
greater than the number operated by the 465 systems in 1954. 
Furthermore, although these systems operate slightly less 
than 5 per cent of the total telephones in Ontario, they are 
located in predominantly rural areas and, therefore, occupy 
a much wider service area than the telephone count would 


suggest, particularly in Northern Ontario. 


No. of Systems No. of Telephones 
1954 465 Ini6iy 98 
1960 306 L/9,918 
L965 9 178,508 
1970 66 183,858 
LOKAS 40 229,000 


Of the remaining 40 systems, most have modernized 
their plant or have completed plans to do so. Of the 
telephones operated by independent systems at January l, 


LIJa. 2 total, Of.22 b,000. on .99%.are dial ; 


At present growth rates, it is predicted that the 
number of telephones under provincial jurisdiction will 
exceed 240,000 by the end of 1975, with more than 99 per 
cent operated on a modern dial basis. The Commission's 
modernizing program is now nearing completion and the 
engineering staff of the Communications Division of the 
Ministry is becoming more concerned with assistance in 
designing additional plant and the further modernization of 
the remaining independent systems in order to keep up with 
technological advances in the telephone field, and the demand 


for new types of telecommunications services. 


STZE-OF SYSTEMS 


The following table indicates the size of systems 


operating in Ontario as of January 1, 1975: 


No. of Telephones No. of Systems S 
101 - 500 4 20-0 
50 1,000 6 ls a 4 

Le, OJ wor 2,000 1S 3285 

2,001 - 3,000 8 20.0 

3,001 - 4,000 3 75 

4,001 - 5,000 0 0.0 

D710. 0 dan ty atte 0-050 00 3 fe 85) 
ever, 1'0',000 3 he 


| 


> 
(<3) 


100.0 
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ORDERS OF THE COMMISSION, 1974 


During the year ending December 31, 1974, a total 
of 130 Orders were issued by the Commission for the under- 
mentioned purposes and under the following sections of The 


Telephone Act. 


No <. sor 
Section Orders 
Ome AMCNGMENES mec sD EGneLOUS. @LOCESs © cscs seo Sed es 3 
60 Approval of release of a subscriber of a 
Mundt: petdG iSO Mi cnswardecnsiisinenenienenskswamsyensnw niiisionuereiiey-e-aveve 3 
71 Approval of By-Laws of a Municipal System... ui 
73 Prescribing date of Annual Meeting of 
SUDSCL ASRS Gis ide tetieus « Abcee as eae Bs ee) Been eee 2 
88 Approval of Special Resolution and Company 
By" Laws errrre ss POPES Pree Se a ee a a 10 
Ses Proper (SeCPyYICee LO DE GLVEN cist cis ccd es ee wieeve's a 
96 Approval of agreements for interchange of 
service and “amendments thereto... .%.....sese- 65 
99 Approval to enter into an agreement with 
another telecommunications system........... I 
PO5ya Approval Of evocal telephone rates: . . 228. °3..% 32 36 
108 Authority to expend reserve funds........... 1 
109 Authority to issue evidence of indebtedness. 7 
130 


The following pages of this report contain a list 
of the names of the independent systems in Ontario which 
report to this Commission, together with brief information 


concerning them, 
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Ontario 
the Ministry of 416/965-2101 Ferguson Block 
Transportation and Queen’s Park 
Communications Toronto Ontario 


October 8711976 


The Hon. Pauline M. McGibbon, OCGA BA TiGD 
Lieutenant Governor of Ontario 
Legislative Building 

Queen's Park 


MAY IT PLEASE YOUR HONOUR 


I beg leave to present the 1975 Annual Report 10f 
the Ontario Telephone Service Commission for the 
year ending December 31, 1975. 


Respectfully suphitted, 
ff 


/, XS 
i ff 


7James W. Snow yA 


¢ Minister Vy, 


be.) 


[ur centr Dh 
BT Figeuis | 
Ontario 


Ontario 
Telephone Service 
Commission 


416/248-3831 


October a. 1976 


The Honorable James W. Snow 


Suite 200 
3625 Dufferin St. 
Downsview Ontario 


M3K 1Z2 


LS ees rarer coed 


Minister of Transportation and Communications 
3rd Floor, Ferguson Block 

Wellesley Street West 

TOLONCO, ON taro 


Dear Mr. Snow: 


We have the honour to present herewith the 
Annual Report of the Ontario Telephone Service 
Commission for the year ending December 31, 

9 754 


Respectfully submitted, 


Ve Sucduee. 


David M. Duncan, 
Chairman 


J. B. Webster BAe nach 
Vice-Chairman Member 


jb ae Wagar aon 


Jo ID, MbLSinese Margaret E. iar, 
Member Member 


VY ‘- ,) ALLAr. CDS iss a Bae 


Rio 125 Uberibilvere Frank Wall 
Member Member 


1975 ANNUAL REPORT 


INTRODUCTION 


The Ontario Telephone Service Commission is responsible 
for regulating the providers of telephone service under Provincial 
gurisdiction pursuant to The Telephone Act, R. S. O. 19570, 

Chapter 457. 


Since telephone systems operate on an exclusive franchise 
basis, and are not subject to the natural control of competition 
in their own area, there is regulatory control over their operations. 
To revise rates, borrow or issue capital, sell out or merge with 
another system, or make agreements for interchange of service, the 
Independent telephone systems in Ontario must obtain approval from 


the Commission. 


As of January 1, 1976, there were 40 Independent tele- 
phone systems operating in Ontario with approximately 245,000 
telephones and an estimated gross capital investment expenditure 
for plant and equipment of over $118 million. Telephone service 
in the Province is provided by these 40 Independents, by Bell 
Canada with over 4.8 million telephones, and by the Ontario 
Northland Communications System which operates long distance lines 
in Northeastern Ontario and provides local service over some 1,750 


telephones. 


While the number of telephones per 100 population is 
mel for all of Canada, the Province of Ontario has 61.4 per 100 
population, second only to Alberta with 61.9 per 100 population. 


The Independent telephone systems in Ontario may be 
divided into three classes according to type of ownership. The 


40 systems operating at the end of 1975 are organized as follows: 


Systems Telephones 

No. S No. S 
Systems operated as Public 
Utilities by Municipal 
COT DO tee LOTS. 1.15 a) crete ensheene goer opens iS) Lee 89,580 36.6 
Municipal sy SCCms cimre renee rene ere LE, PA (As) Zoe S Lies 
Systems owned by Incorporated 
Telephone Companies... . «sce 24 60.0 L245 eae 
TOTAL 40 LOO. 0 244,700 100.0 


Lack or revenue during the 1930's depression and the 
difficulty in obtaining maintenance supplies and new equipment 
during the war years resulted in many run-down, obsolete Indepen- 
dent telephone systems. When the Ontario Telephone Authority 
(predecessor to the Commission) was established in 1954, there 
were 465 Independent systems in Ontario operating a total of some 
176,000 telephones. Most of these were very small organizations 
with less than 300 telephones. The few dial exchanges operated 
by Independents were mostly in urban areas. The Commission 
encouraged and assisted those systems wishing to convert to modern 
dial operation and tried to persuade smaller systems to amalgamate 
with neighbouring systems in order to form units large enough to 


make dial conversion economically feasible. 


Many systems decided to sell rather than raise the 
large amounts of capital necessary to finance a modernization 
program. Many sold out to Bell Canada and to larger, neighbouring 
Independents. As a result, the number of Independent systems has 
steadily decreased. However, the systems which modernized have 
continued to expand with the result that the total number of tele- 
phones operated by these remaining systems has stayed substantially 
the same through the years and is now greater than the number 
operated by the 465 systems in 1954. Furthermore, although these 


systems operate slightly less than five percent of the total tele- 
phones in Ontario, they are located in predominantly rural area 
and, therefore, occupy a much wider service area than the telephone 


count would suggest, particularly in Northern Ontario. 


No. of Systems No. of Telephones 
1954 465 76,593 
1960 306 7o7o LS 
265 £29 178,508 
L970 66 183,858 
OS 40 229,000 
LOG 40 244,700 


The following table indicates the size of systems 


operating in Ontario as of January 1, 1976: 


No. of Telephones No. of Systems cee 
Oda = 500 4 L0%.0 
50.1 a= 1,000 5 LS 

70 Ol 2,000 if 5) B25 

20 Oe ee 3,000 8 250i.0 

5,001) = 4,000 3 Thess 

4700150 — 5,000 iL 25 

oO — en Oy OOO a What) 
ever 10,000 8 ime 


40 1002.0 


ADMINISTRATION 


The Commission is administered by seven Members including 
a Chairman and Vice-Chairman appointed by Order-in-Council pro- 


viding it with broad regional representation. 


The following constitutes the permanent staff of the 


Commission: 
CHAIRMAN - Secretary 
OPERATIONS EXECUTIVE 
Secretary/Registrar Research Accountant Special Advisor 
Officer (on loan from to Operations 
Communications Executive 
Division) 


Staff support, including engineering, accounting, legal 
and technical assistance, is provided by the Communications Division 
of the Ministry of Transportation and Communications on request by 


the Commission. 


ACTIN TAT Boe seo ye 


Inflationary pressures were of particular concern in 
1975 to all telephone companies in Ontario. Increases in the costs 
of materials, labour and money resulted in increased Commission 
activities as a greater number of companies applied for general 


rate increases. 


The Commission held 23 days of regular business meetings 


during the year. Panels were formed, when necessary, to hear rate 


applications made under the provisions of The Telephone Act. 
Eighteen days of public hearings were conducted in the Commission 
offices on five rate applications. Eleven public hearings were 
held in other locations, more convenient to telephone users, in 
order to receive submissions concerning the quality of service 


rendered by applicants for rate increases. 


In order to effect economies in the conduct of hearings, 
the Commission staff taped and transcribed proceedings in lieu of 


using court stenographers. 


1975 was the first full year of operations of the 
Commission during which rate applications were dealt with on a 
rate base/rate of return basis. The systems under the jurisdiction 
of The Telephone Act worked hard to produce necessary information 


to produce meaningful results. 


A few of the common stock company systems under the 
Commission's jurisdiction have other interests than supplying 
sOlely telephone services in Ontario. This means that audited 
financial statements of these companies are on a consolidated basis. 
AS such, difficulties are present in attempting to create financial 
statements reflecting their telephone operations. This was parti- 
cularly so in the case of Northern Telephone Limited, being the 
only such company to come before the Commission with respect to a 
rate application in 1975. This difficulty contributed to regulatory 
lag. 


During 1975, the Balderson Telephone Company Limited was 
»9ffered for sale and Bell Canada acquired the rights to serve the 
ferritory on a dial basis by January 1, 1977, from its Perth 
‘xchange. Of the two remaining small manual companies, one has 
een sold, since January 1976, with plans for dial service by mid 


978. One multi-exchange company still operates a manual exchange 


leaving, therefore, two exchanges to be converted to dial with 


just over 1,300 telephones. 


Studies were conducted on the following subjects during 


the year: 


Construction charges - because of the belief that construction 
charges levied by the Independent systems were considerably lower 
than the cost of same, a study was commenced late in 1975 with 


respect to this matter. It will be continuing into 1976. 


Late payment charges - because of a lack of uniformity among the 
Independents, a study was commenced late in 1975 to ascertain if 
late payment charges should be approved and whether the amount of 


the charge should be uniform or not. 


Free telephone service - a survey was commenced in 1975 to deter- 
mine what free telephone services were being given; did they have 
appropriate approval and what should be the policy of the Commission 


in this regard. 


Directory assistance charges - because the Federal regulatory body 
permitted Bell Canada tovcharge a tariff for directory service, 
the Commission commenced an investigation into the feasibility of 


permitting directory assistance charges for Independents. 


During the year, the OTSC participated at the annual 
meetings of the National Association of Regulatory Utility Commis- 
Sioners (NARUC), Canadian Independent Telephone Association (CITA), 
Ontario Telephone Association (OTA) and the Organization for the 
Protection and Advancement of Small Telephone Companies (OPASTCO). 
The Commission also attended a session of the Bell Canada Communi- 
cations Seminar. The Chairman met with the Kenora City Councitece 


discuss their new contract with Bell Canada. 


As its contribution to the observance of the 100th 
Anniversary of the invention of the telephone by Alexander Graham 
Bell, the Government arranged for Thomas Grindlay, Executive 
Secretary of the Ontario Telephone Service Commission, to compile 
a history of the Independent telephone industry and of the more 
than 1,000 individual systems which provided telephone service in 


Ontario at one time or another. 


The "History" consists mainly of a group of files in the 
offices of the Commission which contain all the detailed information 
it was possible to collect and these files are available to students 
and researchers. A supplement booklet, entitled "A History of the 
independent Telephone Industry in Ontario", was also prepared to 
give a general picture of the industry and brief stories of some 50 
of the Independent companies. Copies may be obtained from the 
Ontario Government Bookstore, 880 Bay Street, Toronto, Ontario, 

ISG BVA 


ORDERS OF THE COMMISSION, 1975 


During the year ending December 31, 1975, a total of 


105 Orders were issued by the Commission for the undermentioned 


purposes and the following sections of The Telephone Act. 


Now OL 

Section Orders 
O77 o Meet elias Miya stelasl Soe Wigton aleve oko wy Aegis et ry CRTC OnT MER ee eu ee eae aE 6 
POM EAMOHOMeN ESO np revLOUS POLCSES cin ss) wins wile «sje oss 3-56) 5 2 
47 Disposition of surplus following sale of a system. af 


60 Approval of release of a subscriber of a Municipal 


Hise ADpLrOval .Ot By-lawseOr aeMunicipal System. .<... 5. 2 


NGG Ole 


Section Orders 


73 Prescribing date of Annual Meeting of subscribers. 2 
88 Approval of Special Resolution and Company By-laws al: 


96 Approval of agreements for interchange of service 


andvamendments ENE re tO seo cis one ues 0 ore euch aucial sWepetedet seo enerersteus 205 
99 Approval or denial to enter into an agreement with 

another -telecommunrcations SyS tem tno siersreyecsra seus tenets 5 
100 Approval of By-law between Municipality and 

COMP AMY toscustet ens stecst slice stata ats Watelie ne cete Porat ccue stata, ceat alrep asia ta uet anc enre 
103 Sale of whole or part of a telephone system....... 
LOS Approval or ‘denial of local telepnone races... ce 48 
LUGeeDeENn Lal OF ETree SET V1 Celis. Get orclatel tats eretalc tole ene ar eee ih 
109 Authority to issue evidence of indebtedness....... 3 


105 


The £ollowing pages of “this report’ contain ay listot 
the names of the Independent systems in Ontario which report to 


this Commission, together with brief information concerning them. 
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ONTARIO TELEPHONE | 
§ SERVICE COMMISSION 


ich 


BT rons 1 
Ontario 


of the 


Ministry of 416/965-2101 
Transportation & 
Communications 


The Hon. Pauline M. McGibbon, OC, BA, LLD 
Lieutenant Governor of Ontario 
Legislative Building 

Queen's Park 


MAY IT PLEASE YOUR HONOUR 


I beg leave to present the 1976 Annual Report 


of the Ontario Telephone Service Commission for 


the year ending December 31, 1976. 


Respectfully sub 


itted, 


Ferguson Block 
Queen’s Park 


Toronto Ontario 


ih 


bf roms 14 
Ontario 


Ontario 
Telephone Service 
Commission 


The Hon. James W. 


Snow 


416/248-3831 Suite 200 
3625 Dufferin St. 
Downsview Ontario 


M3K 122 


December 31, 1976 


Minister of Transportation and Communications 
3rd Floor, Ferguson Block 


Wellesley Street West 
Toronto, Ontario 


Dear Mr. Snow: 


We have the honour to present herewith the 
Annual Report of the Ontario Telephone Service 
Commission for the year ending December 31, 


L976. 


J. B. Webster 
Vice-Chairman 


0.8 rai 


. D. Misner 
ee 


l a ) ¢ tla 


Re ee talon 
Member 


Respectfully submitted, 


David oMStDuncan; Osc 
Chairman 
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Member 


Navy oul Eke 


IB eheieny 
poicenehaes 


igh LL 


Frank Wall 
Member 
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1976 ANNUAL REPORT 


INTRODUCTION 


The Ontario Telephone Service Commission is 
responsible for regulating the providersof- telephone 
service under Provincial jurisdiction pursuant to The 
Pelephone,Acty 0R.S.0.5, 1970, Ghapter 45/7. 


Since telephone systems operate on an exclu- 
sive franchise basis, and are not subject to the natural 
control of competition in their own area, there is regu- 
Matory control over their operations. To revise rates, 
borrow money or issue capital, sell out or merge with 
another system or make agreements for interchange of 
service, the Independent telephone systems in Ontario 


must obtain approval from the Commission. 


ASSof Jankary) 1019777 sthere*were~ 30 Independ- 
ent telephone systems operating in Ontario with approxi- 
mately 258,000 telephones and an estimated gross capital 
investment expenditure for plant and equipment of over 
$130 million. Telephone service in the Province is 
provided by these 39 Independents, Bell Canada and by@the 
Ontario Northland Communications System which operates 
long distance lines in Northeastern Ontario and provides 


local services over some 1,900 telephones. 


While the number of telephones per 100 population 
is 59.5 for all of Canada at the end of 1976, the Province 
of Ontario has 63.7 per 100 population, second only to 
Alberta with 64.6 per 100 population. 


The Independent telephone systems in Ontario 
may be divided into four classes according to type of 
ownership. The 39 systems operating at the end of 1976 


are organized as follows: 


Systems Telephones 
No. % No. % 
Systems established by 
Municipal Corporations 
and operated as: 
Public Utilities 1 te fe Zroau t Sasa 5 
Other than Public 
Utilities 4 EOs3 90, 600 He ea 
Municipal Systems LL 286 2 305127 ile’ 
Systems owned by 
Incorporated Tele- 
phone Companies aS 220 134,514 Seek 
a Se Le net 30 Venom wort 
TOTAL 39 100.0 2587260" Sopa 


eo 


When the Ontario Telephone Authority (predecessor 
to the Commission) was established in 1954, there were 465 
Independent systems in Ontario Operating a total of some 
176,000 telephones. Most of these were very small organi- 
zations with less than 300 telephones. The few dial ex- 
changes operated by Independents were mostly in urban areas. 
The Commission encouraged and assisted those systems wish- 
ing to convert to modern dial Operation and tried to pursuade 
smaller systems to amalgamate with neighbouring systems in 
Order to form units large enough to make dial conversion 


economically feasible. 


The systems which modernized have continued to 
expand with the result that the total number of telephones 
Operated by these remaining systems exceeds 258,000 as 
opposei to 176,000 operated by the 465 systems in 1954. 


Furthermore, although these systems operate slightly less 
than five percent of the total telephones in Ontario, 

they are located in predominantly rural areas and, there- 
fore, occupy a much wider service area than the telephone 


count would suggest, particularly in Northern Ontario. 


No. of Systems No. of Telephones % Change 
1971 42 194,942 3.439 
A 40 205,470 5.40 
139,73 40 206,007 Wal | 
1974 40 228 810 Spe Re 
9°75 40 244,700 6.94 
1976 39 258-161 5450 


The following table indicates” thesizeof 


systems operating in Ontario as of January 1, 1977: 


NO. of Telephones No. iof Systems % 


LO ae 500 3 ead | 
20 aes 1,000 4 NG OS 
JS OL Oe Somali 2,000 14 Spe Ps, 
2,001 3,000 J; 7 ot 
NOK oo 4,000 4 EO. 353 
Ae 0 Odie es 5,000 a pene 
5 OO LY s—=4107 000 3 ase’, 
over 10,000 3 Virak 


39 100.0 


A Chairman on a full time basis, a Vice-Chairman, 
and five Members constitute the Ontario Telephone Service 
Commission. All are appointed by Order-in- Council and 


provide it with a broad representation. 


The following constitutes the organization of 


the staff: 


ONTARIO TELEPHONE 


SERVICE COMMISSION 


OPERATIONS EXECUTIVE 
SECRETARY/ RESEARCH ACCOUNTANT ON SPECIAL ADVISOR 
REGISTRAR ORE TCER LOAN FROM TO OPERATIONS 


COMMUNICATIONS EXECUTIVE 
DIVISION 


Staff support, including engineering and accounting, 
is provided by the Communications Division of the Ministry of 


Transportation and Communications on request by the Commission. 


AC RINIT DESH 19 7.6 


Inflationary pressures continued to be a concern 
in 1976 to all telephone companies in Ontario. Increases 
in the costs of material and labour resulted in increased 
Commission activities through the need for additional 


revenues. 


There were a total of seventeen days of full 
Commission meetings held during the year which resulted in 
126 orders being issued during 1976. One of these meetings 
was conducted in Belleville following which the Commission 
and staff members toured the Bell Canada Technical Training 
School. 


A joint meeting with the Ontario Telephone Asso- 


Ciation was held on July 20, 1976 on the following agenda: 


1. Rate application process. 


2. Relationships Ontario Telephone Service 
Commission/Communications Division, 
Ministry of Transportation and Communi- 
cations/Independent Companies. 


3. Differences in Independent telephone 
companies' toll compensation between 
Ontario and Quebec. 


4. Contracts or agreements that Independent 
companies may enter into without Commission 
approval. 


5. Ontario Telephone Association recommendation 
for financial assistance to Independent 
companies at low interest rates. (Associa- 
tion referred to Ministry of Transportation 
and Communications). 


6. Relationships Ontario Telephone Association/ 
Ontario Telephone Service Commission concern- 
ing Independent companies experiencing finan- 
cial or technical problems that could result 
in the collapse of a company. 


Panels were formed, when necessary, to hear rate 
applications made under the provisions of The Telephone 
Act. Public hearings were conducted in the Commission 
offices in Toronto and in other locations e.g. New Liskeard, 
Timmins, Kapuskasing, Millbrook and Thunder Bay, more convenient 
to telephone users, in order to receive submissions concern- 
ing the quality of service rendered by applicants for rate 


increases. 


Bell Canada assumed responsibility for serving the 
territory of the Balderson Telephone Company Limited in 
December 1976 and the Company ceased operations at that time. 
Of the two remaining small manual companies, Oakwood Tele- 
phone Company Limited has been sold to Bell Canada with take= 
over effective upon conversion to dial service by mid=-1978% 
One multi-exchange company still operates a manual exchange 
leaving, therefore, two exchanges to be converted to dial 


with just over 1,400 manual telephones. 


Studies were initiated during 1976 to develop a 
regulation in*respect: tool) introducing a Uniform System 
of Accounts for telephone companies under Ontario Telephone 
Service Commission jurisdiction, 2) Telephone System 
Depreciation Rates and Methods and, 3) Annual Financial 
Reports of Ontario telephone systems in respect to telephone 


Operarions, in Ontario. 


The study of late payment Charges being applied 
over the years by many Ontario companies and the differences 
in billing procedures revealed it was impractical to develop 
a uniform set of procedures that would apply to all companies. 
Accordingly, the practices of the twenty-one companies 
levying a charge will be regulated on an individual basis 
conforming to the extent possible to a uniform application of 
thetéhaxrget 


The Commission, during 1976, initiated a study 
into the matter of companies that levy deposits from 
applicants for service and, under certain circumstances, 
existing customers under Section 105 of The Telephone Act 
bee. O.. 1070))* Chapter-457)4" Again -due to differing 
approaches by the Ontario companies, a uniform policy was 
not pursued by the Commission. A considerable amount of 
effort is being devoted to this subject within the overall 


telephone industry. 


The Commission played an active part in the organi- 
zation of the Telephone Regulators Subcommittee of the 
Canadian Association of Members of Public Utility Tribunals 
(CAMPUT) which held its first conference in Toronto on 
October 26 and 27, 1976. The following topics were discussed 
during the conference: long distance rate structures, the 


negotiation process respecting revenue split among telephone 


systems, pole attachment problems, extended area service, 


usage sensitive pricing, interconnection of customer owned 
equipment, rates for minimum service usage, de-regulation 
of non basic telephone services, test year (future and 


historic) and minimum level of service and how it is enforced. 


The Commission was represented by a Member of the 
Commission and/or one of its staff at a number of regulatory 
seminars, conferences and study sessions as well as tele- 
phone association meetings in Canada. The Commission is an 
associate member of the National Association of Regulatory 
Utility Commissioners (NARUC) and as such, attended meetings 
of the NARUC Staff Subcommittee on Communications and also 


the Staff Subcommittee on Toll Separations. 


ORDERS OF THE COMMISSION - 1976 


During the year ending December 31, 1976, a 


total 


of 126 Orders were issued by the Commission for the under- 


mentioned purposes and the following sections of The 


Telephone Act: 


Section 


6 
10 
47 


73 


88 


89 


90 


96 


ag 


100 


LOZ 


L103 
Os 
106 


108 


109 


INCELIM Take increase 44 <.< cw ee ne nee eee eee arene 
Amendment “EO! prev lous Ordetre «an tea ese te ce ements 


Disposition of assets following sale of a 
SYStTeCMA ska nei ch oe hee eee Srirsecbis srstt Sy ee 


Prescribing date of Annual Meeting of 
SUBS Cl DEL Sic 5 saci wim adere tel a Mreceusia re te. ule aly. el eaten era 


BY LW Sle etal Son,e etere esac: Shale frceeere ay Omkhe, ime ee eth cree eee 


Ordered improved maintenance records and 
SUbMUSSION Of Ibudger for. Gepawre. 220,420 n eee 


Approval of agreements for interchange of 
service’ and amendments thereto. + ..2. tse eee 


Approval to enter into an agreement with 
another, te lecommunieationss svc t emia ive kx ch ho 1 Os 


Approval of By-law between Municipality and 
OTD QING aia tsscacla, erate a aha ie eich pimilan taut tee Este Si Rah ce eee 


Approval of maintenance of cable contract 
with another telecommunication system ........ 


Sale of whole or part of a telephone system... 
Approval or denial of local telephone rates... 


Approval to temporarily withdraw a service 
Charpeuk iy vested sce shee hee aie seein be » Syeres es 


Approval to use Depreciation Reserve Fund to 
SA UCNC ane. cccncctste taal ene eee ee ee aioe cede 


No. of 
Orders 


eae: 
=n? 


The following pages of this report contain a list 
of the names of the Independent Systems in Ontario which 
report to this Commission, together with brief information 


concerning them. 
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Ministry of 416/965-2101 
Transportation & 
Communications 


The Hon. Pauline M. McGibbon, OC, BA, LLD 
Lieutenant Governor of Ontario 
Legislative Building 

Queen's Park 


MAY IT PLEASE YOUR HONOUR 


IT beg leave to present the 1977 Annual Report 
of the Ontario Telephone Service Commission for 
the year ending December 31, 1977. 


Respectfully Submitted, 


/ 
/James W. Snow 
/ Minister ; 
ie 


us 


Ferguson Block 
Queen's Park 


Toronto Ontario 


Si 


Ontario 
Ontario 416/248-3831 Suite 200 
Telephone Service 3625 Dufferin St. 
Commission Downsview Ontario 
M3K 1Z2 


December 31, 1977 


The Hon. James W. Snow 

Minister of Transportation and Communications 
bie FOG,» Ferguson’ Block 

Wellesley Street West 

Toroncro, Ontarzo 


Dear Mr. Snow: 


We have the honour to present herewith the 
Annual Report of the Ontario Telephone Service 
Commission for the year ending December 31, 


USS he 
Respectfully submitted, 
Davademwiw ibuncan, QC. 
Chairman 
a 
J. B. Webster Ret Ae FaEeh 
Vice-Chairman Member 
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1977 ANNUAL REPORT 


Introduction: 


The Ontario Telephone Service Commission is responsible 
for regulating the providers of telephone service under 
Provincial jurisdiction pursuant to The Telephone Act, 
Remon Oe es) Cnapcer 457. 


Ontario telephone systems must obtain Commission approval 
to revise rates, borrow money, issue capital, approve 
by-laws, sell or merge with another system, enter into 
agreements with other telephone systems, or make agree- 


ments for interchange of service. 


As of January 1, 1978 there were 36 independent telephone 
systems operating in Ontario with approximately 262,300 
telephones and an estimated gross capital investment 
expenditure for plant and equipment of over $105 million. 
Telephone service in the Province is provided by these 

36 independents, Bell Canada with 5,308,756 telephones 
and by Ontario Northland Communications which provides 


local services to more than 2,000 telephones. 


While the number of telephones per 100 population is 61.9 
for all of Canada at the end of 1977, the Province of 
Ontario has 66.3 per 100 population, second only to 
Alberta: with 671.7 per! 100) population. 


Administration: 


A Chairman on a full time basis, a Vice-Chairman and 
five Members constitute the Ontario Telephone Service 
Commission. All are appointed by Order-in-Council and 


provide the Commission with a broad representation. 


In December 1977, Premier William Davis announced the 
appointment Of Ds. M. Duncan, O.C. as Cliatrmany tor: tne 
period January 1, 1978 to duly 31,°1978. ‘The Premier 
also announced the appointment of Wladzia Bielski, Q.C. 
as a Member of the Commission effective January 1, 1978 
and Chairman effective August 1, 1978, following the 


retirement of Mr. Duncan. 


The following constitutes the organization of the staff: 


ONTARIO TELEPHONE 


SERVICE COMMISSION 


| OPERATIONS EXECUTIVE | 


tH 


SECRETARY/ RESEARCH ACCOUNTANT SPECTAIS ADVISOR 
REGISTRAR OFFICER SECONDED FROM TO OPERATIONS 


COMMUNICATIONS EXECUTIVE 
DIVISION 


Engineering and accounting advice is provided, upon 
request by the Commission, by the Communications Division 


of the Ministry of Transportation and Communications. 


Organization of Systems: 


The independent telephone systems in Ontario may be 
divided into four classes according to type of ownership. 
The 36 systems operating as at January 1, 1978 are 


Organized as follows: 


Systems Telephones 
No. % No. 

Systems operated as 
Publiclhubilaties: by 
municipal corporations 5 de3 50 99,746 36. 
Municipal systems Ae! 30,5 S195 1 as 
Incorporated companies 18 aie G2 wae Viki ros 
Departments of incorpo- 
rated companies 2 5.6 67,894 Bs 

TOTAL 36 100% 262, 300 100". 


MODERNIZATION OF SYSTEMS: 


When the Ontario Telephone Authority (predecessor to the 
Commission) was established in 1954, there were 465 
independent systems in Ontario operating a total of some 
176,000 telephones. Most of these were very small 
organizations with less than 300 telephones. The few 
dial exchanges operated by independents were mostly in 
urban areas. The Commission encouraged and assisted 
those systems wishing to convert to modern dial operation 
and tried to persuade smaller systems to amalgamate with 
neighbouring systems in order to form units large enough 


to make dial conversion economically feasible. 


The systems which modernized have continued to expand 
with the result that the total number of telephones 
operated by these remaining systems exceeds 262,300 as 
opposed to 176,000 operated by the 465 systems iy L954, 
Furthermore, although these systems operate slightly 
less than five percent of the telephones in Ontario, the 
total exceeds those in either Prince Edward Island or 


Newfoundland. They are located in predominantly rural 


foe) 


areas and, therefore, occupy a much wider service area 
than the telephone count would suggest, reaching in the 
southeast from the Quebec border to Manitoba in the 
northwest, and the Windsor area in the southwest to 


close to the northeast border of Ontario and Quebec 


Ofeiag it No. of Systems No. of Telephones z Change 


LES ye 40 194,942 Sie 7 
AS EVAE) 40 205,470 5.40 
1974 40 216,007 is yin Be 
LYS: 40 2207010 J393 
1976 40 240,700 6.94 
19:77 39 2557 Lok ete 0) 
19°7'8 36 262,363 Lees 


Size: of Systems: 


The following table indicates the size of systems 


Operating in Ontario as of January 1, 1978: 


INO meeOrG Telephones No. of Systems z 


Ot a 500 8 Se) 

2) UB eats 1, 0:00 5 Bis 
100 lL = 2,000 13 306 
2,001 = 3,000 5 1369 
S001) t= 4,000 4 Al eo 
4,001 - 5,000 2 DO 
OCs l= - “VO 200.0 2 5 6 
over TLO; 00 4 aA a 
36 100". 


A summary of independent company telephone data is 


included in Appendix I of this report. 


Activities - 1977: 


Inflationary pressures continued to be a concern in 1977 
to all telephone companies in Ontario. Rising costs of 
material and labour have necessitated applications for 

rate increases by a number of telephone companies resul- 


ting in accelerated Commission activities during the year. 


There were a total of nineteen days of full Commission 
meetings held during the year resulting in the issuance 
of 113 orders. A summary of these orders is contained in 


Appendix II. 


Members have heard rate applications conducted under the 
provisions of The Telephone Act. Public hearings were 
held at the Commission offices in Toronto, as well as in 
New Liskeard, Timmins, Caledonia, Kingston, Orono, Burk's 
Falls and Thedford, as a convenience to telephone users, 
and to receive submissions concerning the quality of 


service rendered by the applicants for rate increases. 


Liaison: 


Joint meetings with the Ontario Telephone Association 
were held in May and November 1977 with the following 


items being discussed. 


Depreciation study. 

. Costs of advertising rate applications. 

- Boundary overlaps. 

Uniform system of accounts. 

Bell Canada toll agreements. 

. Automatic number identification agreement. 
- Pole attachments. 


NHDOPWNE 


8. Security deposits. | 


9. Policy procedures. 

10. Long-term loans for independent telephone companies. 
11. .Gross* receipts? tax: 

12. Slowdown in the economy. 


The Canadian Independent Telephone Association held its 
72nd Annual Convention in Ottawa on September 20, 21 and 
22, 1977. The theme of the convention was "Demands for 
Service"s,o The» Chairman, of; the,.0TSGC,.«D.~ Mo. Duncan! 0.'(G. 
was invited to address the convention and, as a result, 


presented a paper on the subject "Demands for Service". 


The Ontario Telephone Association Annual Convention was 
held in Sarnia on June 7, 1977. .W. J. Withers, Operations 
Executive of the OTSC, attended and participated as a 


member in a panel discussion. 


The Commission is one of thirteen members of the Canadian 
Association of Members of Public Utility Tribunals (CAMPUT) 
made up of regulatory boards and commissions throughout 


Canada. 


During 1977, the annual meeting of CAMPUT was held in 
Toronto and was attended by members and staff of the 
Commission. In addition, two members of the Commission 
Staff presented technical papers dealing with regulation 
of competitive telecommunications services and telecom- 
munications rate design with emphasis on rural telephone 


rates. 


The Chairman of the Commission served as Chairman of the 
Telecommunications Subcommittee of CAMPUT during 1976- 
1977, and was elected to chair the Legislation and 
Administrative Practices Subcommittee for the 1977-1978 


term. 


The Telecommunications Subcommittee met in Quebec City 
during October and members of the Commission and staff 
attended these meetings, participated in discussions of 
telecommunications issues, and presented papers on uniform 
accounting practices for telephone systems and regulations 


pertaining to deposit practices. 


The Commission is an associate member of the National 
Association of Regulatory Utility Commissioners (NARUC) 
and as such, Members of the Commission and staff attended 
meetings of the NARUC Staff Subcommittee on Communications 


and also the Staff Subcommittee on Toll Separations. 


Pursuant to receipt by the Canadian Radio-television and 
Telecommunications Commission (CRTC) of an application 
from the City of Prince Rupert for relief under its 
traffic agreement with the British Columbia Telephone 
Company, it appointed, under Section 81(1) of the 
National Transportation Act, a Committee of Inguiry to 
consider the application and make a recommendation. In 
considering the most appropriate procedure to adopt in 
reaching a decision on this matter, the CRTC noted three 
POiNntss sOueelsothak. the application requires a review 
of detailed technical and economic material, some of which 
might involve a comparative review of the agreements 
between Bell Canada and the Ontario and Quebec independent 
telephone companies. The second is that a conventional 
hearing process would probably be long and expensive in 
the absence of some effort to define issues, to work out 
what data is necessary, and to organize such data ina 
useful way. The third is that the matter is one which 
is particularly appropriate for coordination of approach 
between federal and provincial agencies. The Operations 
Executive of the Ontario Telephone Service Commission 


was one of three appointed to the Committee of Inquiry. 


Memorandum of Understanding: 


Appendix III to this Report is a copy of a Memorandum 
of Understanding entered into by the Honourable 
James Snow, Minister of Transportation and Communications, 


and David M. Duncan, Q.C., Chairman of the Commission. 


The purpose of the said Memorandum is to state in 

general terms government policy respecting the regulation 
of the independent telephone systems under the jJuris-—- 
diction of the Ontario Telephone Service Commission. It 
further states the relationship between the Minister ana 
the Commission, the Commission and the Ministry of Trans- 
portation and Communications and the Commission and other 


agencies of the Ontario Government. 


This document is being published in order that the 
Members of the Legislature, the independent telephone 
systems in Ontario and the users and potential users of 
the services provided by the independent telephone 
industry, will be aware of government policy fn this 
area and the working relationships which exist between 
the Ontario Telephone Service Commission and other 
government organizations, inside and outside the 


Government of Ontario. 


Regulatory issues: 
a) Rate grouping 


Historically telephone exchanges generally have fallen 
into groups that increase in the level of rates as 


customers enjoy toll-free calling to a larger number of 
telephones. 


Regulators of telephone companies now are tending to use 
total telephone numbers rather than total telephones in 
the local calling areas as a basis for determining tele- 
phone exchange rate groups. During the year, the 
Commission used total telephone numbers as the basis for 
rate grouping coincident with rate awards to Community 
Telephone Company of Ontario Limited and Northern Tele- 
phone Limited. Rate grouping of exchanges is not as 
Significant in smaller systems with one or only a few 
exchanges. In such instances the rates granted will be 
Such as to develop the rate of return determined by the 
Commission, which rates may be inconsistent with normal 


rate grouping. 


b)yenace payment: ‘charges: 


The Commission granted authority to twenty-two companies 
to levy a late payment charge on overdue accounts. 
Applications were handled on an individual system basis 
due to differences in billing procedures. In general, 

a charge of 1.5 to 2 percent may be levied on outstanding 
accounts that are not in dispute and remain unpaid at 


specific time limits following release of accounts. 
c) Security deposits: 


The Commission initiated a study into the matter of 
companies that levy security deposits from applicants 

for service and, under certain circumstances, existing 
customers under Section 105 of The Telephone Act, R. S. O. 
US7OLechapter 457.1 Again wduerto differing approaches 

by the Ontario companies, a uniform policy was not pursued 
by the Commission. A considerable amount of effort is 
being devoted to this subject within the overall tele- 


phone industry. 


-10- 


d) Concession service: 


A number of companies applied for approval to grant 
concessions on telephone rates to employees and retired 
employees in their organization. Again, on an individual 
system basis the Commission authorized thirteen companies 
to grant such concessions. The majority of such orders 
permitted free service over one main telephone to 
personnel assigned the responsibility to handle business 


calls after normal working hours and over weekends. 
e) Traffic agreement revisions: 


The Commission approved Alternate Appendix B (1977) to 
Ontario independents’ Traffic Agreements with Bell Canada. 
Negotiated by the Canadian Independent Telephone 
Association (CITA) on behalf of the independents, the 
new Appendix reflected an increase of seven percent in 
the level of toll commissions, effective June SAAN AE SL Te a 
Changes in the structure of the commission schedule make 
it more sensitive to any changes in the "Average Revenue 
per Message" upon which commissions are based. In 
addition, a provision has been added whereby the toll 
revenues of independents will be maintained at the same 
level insofar as it might be affected by any change in 
Beli Canada's toll rates. 


The foregoing increase in the commission schedule was 
effective conditional upon the independent companies 
accepting a revised Operator Office Services Agreement 
with Bell Canada, also effective June 217. <29 7727 (Based 
on recent cost studies of providing these services, 

Bell Canada's new agreement reflects increases in rates 
as well as identifying the specific charges for the 
particular service that may be required by independents. 
The increases in rates ate phased in over a period of 
eighteen months. 


-ill1- 


f) Rate applications: 


During the year the Commission issued thirteen orders 
awarding general rate increases including two interim 
rate awards. There was one order issued denying a rate 
increase. During 1977 the average time period between 
the date an application for rate relief was filed and a 
final order issued by the Commission was six months. 


The companies involved were: 


Abitibi Paper Company Ltd. (Telephone Department) 
Aylmer & Malahide Telephone Company Limited 
Community Telephone Company of Ontario Limited 

Hay Municipal Telephone System 

Hurontario Telephones Limited - Interim Award 
Muskoka & Parry Sound Telephone Company Limited - Denied 
North Frontenac Telephone Company Limited 

North Norwich Municipal Telephone System 

North Renfrew Telephone Company Limited 

Northern Telephone Limited (Telephone Department) - 
Interim and Final Award 

People's Telephone Company of Forest, Limited 
Roxborough Telephone Company Limited 


On July 25, 1977 the Commission issued an order denying 
an increase in rates to the Muskoka & Parry Sound 
Telephone Company Limited. The Commission's findings 
indicated that the Applicant failed to provide continuous 
telephone service that adequately and efficiently meets 
the needs of the public. It was also the opinion of the 
Commission that the granting of the application would 
not come close to creating a situation that would permit 
these needs of the public to be met nor was a plan 
submitted to provide continuous service which would 


adequately and efficently meet the public need. 


It was suggested to the Applicant that sale of the system 
appeared to be the only alternative available and LE no 
purchaser could be found, it was recommended that the 
Government of Ontario use the procedures available under 


the Ontario Telephone Development Corporation Act which 


-1|2- 


gives the Ontario Telephone Development Corporation the 


power of expropriation. 


g) Amalgamation and sale of telephone systems: 


During the year 1976 Telontario Incorporated, a subsi- 
diary of Bell Canada, and its two subsidiaries, The 
Caradoc Ekfrid Telephone Company Limited and Maitland 
Teleservices Limited, applied under Section 103 of The 
Telephone Act, ®. iS. (0.1 1970, “Chapter 45 Lilori-dissolutien 


of the said companies. 


Following notice of intervention by the Ontario Telephone 
Association and The Aylmer & Malahide Telephone Company 
Limited, hearings were conducted by the Commission. The 
Commission's Order No. 3572, issued November 8, 1977, 
approved disposition of the telephone companies among the 
creditors and shareholders of the corporations upon 
voluntary dissolution pursuant to resolutions of the three 
companies as passed by shareholders. Pursuant to this 
order, the three companies were absorbed by Bell Canada, 
December sl, 197-7; 


On August 8, 1977 the Aylmer & Malahide Telephone Company 
Limited of Aylmer, Ontario, entered into an agreement to 
purchase all the shares of Manitoulin Island Telephone 
Company Limited and Taylor Telephone Company Limited 

from Cencom Incorporated of Rushford, Minnesota, which 
agreement was approved by the Commission August 31 and 
effective September 1/1977. 


Bell Canada will assume responsibility for serving the 
territory of the Oakwood Telephone Company Limited in 
the summer of 1978 and the Company will cease operations 
at that time. There then remains one small Single 
exchange manual company and one multi-exchange company 
with a manual exchange which is planned for conversion 
OG. died tn) 1979); 


-13- 
h) Studies: 


Studies are being continued in order to develop a regu- 
lation in respect to introducing a uniform system of 
accounts for telephone systems under Ontario Telephone 


Service Commission jurisdiction. 


APPENDIX I 


SUMMARY OF INDEPENDENT TELEPHONE SYSTEMS DATA 


AS AT DECEMBER 3A .1977 


APPENDIX I 
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Commission Orders Issued - 1977: 


During the year a total of 113 orders were issued by the 
Commission for the undermentioned purposes under the 


following sections of The Telephone Act: 


NO? [Of 
Section Orders 
6 INEeCOUM Mate -Aneseasen oa mew cue eistene 
10 AMENGNENE (CO Drevicus Ordern.. .. «ae 
ae Dispute between two systems........-.<<c. 
5 Power exercisable on Commission's own 
MOL ON esas esl ee ak te fe bene eee oe 2 
47 Disposition of assets following sale of a | 
SYS ICOM «sists o's: up temerctctete eatin 0 euch swe ween weer ee 
60 Release: Of esubSseriber +... eee 
Lo Prescribing date of Annwal Meeting of | 
SUDSCHIUDOT Sf t c's claw Magy ot «eee hema 3 
88 Approval of Special Resolution and Company | 
IY SAL AWS ian aie, fee eather tt ae Wu ed ae ine ievare eee 
94 Assess construction CHELGSS 54:55 Ghose caus ae | 
96 Approval of agreements for interchange of | 
service and amendments thereto........... i 
POS Sale of whole or part of a telephone 
SY SPST a7 sae Wes stele heres, 4 Mea aes ac. se 2 | 
OS Request for changes in local telephone 
DGS S ars ec eee ie eee Ce Oe ee, 54 | 
106 Approval to temporarily withdraw a service | 
charge or grant approval of concession 
SOEV LCE, see" seevapure aie cere eee es eee LS 
109 Authority to issue evidence of indebted- 
RUE AD Disa nee a, 58, ol wl/aica fala Seale oy et wkaires cole ae ake ak eee qi 
5 Approval to change fiscal VEAL «a e20s ale cwences 
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MEMORANDUM OF UNDERSTANDING 
BETWEEN THE 
MINISTRY OF TRANSPORTATION AND COMMUNICATIONS 
AND THE 


ONTARIO TELEPHONE SERVICE COMMISSION 


INTRODUCTION: 


es In the event of conflict between any provision 
of this agreement and The Telephone Act, R. S. O. 
1970, c. 457, The Telephone Act governs. 


2s This agreement shall take effect on January 1, 
1977 and shall be reviewed on the appointment 
of either a new Minister or Chairman of the 


Commission. 


OBJECTS, POWERS AND RESPONSIBILITIES: 


Nat The Commission, through its Chairman, reports 
to the Minister of Transportation and Communi- 
cations tas Jan wintegral«part ofthe portfolio 


for which he is accountable to the Legislature. 


Che The role of the Commission is to supervise and 
enforce the obligations to the public imposed 
on the independent telephone systems by The 
Telephone Act, in accordance with the public 


DOULCy 1OlP Ontarlo-. 


oie The objects of the Commission are: 


(a) to assure adequate and economical telephone 
service for all residents of Ontario served 


by provincially regulated telephone systems; 
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(b) to promote diversity and innovation in 


telephone services; 


(c) to assure that all telephone services are 


provided at just and reasonable rates; 


(d) to assure that telephone systems are 
responsive to the public interest and to 
the communications objectives of the 


Province of Ontario; 


(e) to promote local and community partici- 
pation in matters primarily affecting 


geographic communities; and 


(£) to cooperate with regulatory bodies of 
other jurisdictions to coordinate the 


regulation of telephone services. 


The Commission shall be guided in the exercise 
of its powers by the written policy directives 
of the Minister expressing the communications 


objectives of the Province of Ontario. 


(a) The Minister may request the’ Commission 
to investigate and advise the Minister 
respecting any matter affecting the public 


interest in relation to telephone services. 


(b) The Minister may request that the investi- 


gation include a public hearing. 


The Commission shall obtain the approval of the 
Minister prior to entering into any formal 
relationships with regulatory bodies of other 


INE Ssdickhions:. 


The Minister shall consult the Commission in 
respect of changes in legislation which may 
affect the Commission, and in respect of any 
directives issued to the Commission under 


Section 4 above. 
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ihe Minister will not initiate reviews of 
Commission decisions under s. 18 of The Telephone 
Act in respect of the level of rates of any 


telephone system, or in respect of any question 
Of Law. 


tLr. REPORTUNGS 


aL es 


The Commission, through its Chairman, shall 
provide the following reports to the Minister, 


in addition to the Annual Report required by 


statute: 

(a) a copy of each Commission decision and 
order; 

(b) information and advice as appropriate 


concerning issues which arise out of the 
work of the Commission and which require 
the attention of the Minister or which is 


requested by the Minister. 


(c) an annual assessment of the Commission's 
performance in furthering the objectives 


set out in article 3 of Section II above. 


IV. FINANCIAL ARRANGEMENTS : 


Ine 


The Commission shall be responsible for pre- 
paring (with the assistance of Ministry of 
Transportation and Communications staff as 
outlined in Paragraph V(2) below) an annual 
budget to cover its financial requirements for 


each fiscal year. 


The Commission shall submit this budget to the 
Minister for his approval and for forwarding 
to Management Board for its approval and 


inclusion in the Estimates. 
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oe 


The Commission's Estimates will be presented 
to the Legislature in conjunction with the 
Estimates of the Ministry of Transportation 


and Communications. 


V.. ADMINISTRATIVE ARRANGEMENTS : 


ay 


The Commission, as a body administering 
PLrOVINClal policy with public: funde, 1s 
accountable to the Government for its use of 
those funds and will be treated by Management 
Board as an integral part of the Ministry of 
Transportation and Communications for the 
purposes of administrative controls. The 
Commission shall govern itself according to 


the Manual of Administration. 


The Ministry shall provide the Commission with 
the following administrative services at no 


COS: 


(a) administration of the Commission Budget, 
including payroll, expense accounts, cheque 


issuing, etc.; 


(b) assistance in the preparation of Estimates 


and Multi-Year Forecasts; 
(c) internal audit services; 


(d) assistance in arranging for the leasing of 
accommodation, purchasing of equipment and 


the provision of miscellaneous supplies; 
(e) advice on personnel matters as required; 


(f) other administrative and support services 


as agreed. 
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The provision of these administrative services 
will be arranged by agreement between the 
Chairman of the Commission and the Assistant 
Deputy Minister (Administration) of the 


Ministry. - 


By arrangement between the Chairman of the 

Commission and the Executive Director of the 
Communications Division of the Ministry, the 
Commission shall have access to professional 
and technical Ministry staff to obtain advice 
in such areas as law, finance, economics and 


engineering. 


Eiecavatleabigaty of Ministry staff will be 
subject to the provision that any such advice 
shall in no way alter the Commission's sole 
responsibility for making decisions on matters 
DEQUGHE betore: 16, nor will it bind ‘the 
Minister to the point of view expressed by 


Ministry staft. 


The Commission has the right to hire its own 
permanent staff subject to necessary approvals 
and within approved complement. The Commission 
will, however, keep the Ministry informed of 
Organization, staffing and compensation arrange- 


ments. 


Consultants and contract staff required by the 
Commission shall be hired and paid directly by 
it under appropriate Management Board regulations, 
and within the approved budget allocation con- 
tained in the annual estimates. The Chairman 
shall, however, consult the Executive Director 
of the Communications Division of the Ministry 


prior to signing any contract with a consultant. 
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GE On the request of the Minister, the Chairman 
will appear before Management Board in order 
to review the Commission's plans and perfor- 


mance. 
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Ontario 


Ministry of 
Transportation & 
Communications 


416/965-2101 Ferguson Block 
Queen's Park 


Toronto Ontario 


The Hon. Pauline M. McGibbon, OC, BA, LLD 
Lieutenant Governor of Ontario 
Legislative Building 

Queen's Park 


MAY IT PLEASE YOUR HONOUR 


I beg leave to present the 1978 Annual Report 
of the Ontario Telephone Service Commission for 
the year ending December 31, 1978. 


Respectfullyygsubmitted, 


\ 


ps 


by reas 14 
Ontario 
Ontario Suite 200 
Telephone Service 3625 Dufferin St. 
: ; Downsview Ontario 
Commission M3K 1Z2 
416/248-3831 


December 31, 1978 


The Hon. James W. Snow 

Minister of Transportation and Communications 
3rd Floor, Ferguson Block 

Wellesley Street West 

TOLONLO, Ontario 


Dear Mr. Snow: 
We have the honour to present herewith the 
Annual Report of the Ontario Telephone Service 


Commission for the year ending December 31, 
1978. 


Respectfully submitted, 


Mee ee Eee Aiubhe 


Wladzia Cees 
Chairman 
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f ne ~ Bee ieee Oe 
SS (ea J 


J. B. Webster 
Vice-Chairman 


LP mee yo il Ga a Dlg “IJ. D. Misner 
Member Member 


a aia eee, af? 
Ufaageod bin ) Nar Ye (Qo aif 
Diary, Frank Wall 

Member Member 
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INURODUCTION 


Canadians are particularly dependent on the telecommuni- 
cations system which has evolved in this country. The 
Pactwenatelt, 1S aneintegqral part Of. our life ‘style ozs 
obvious but there is no single aspect of telecommunications 
more important than the telephone and the system which 
supports it. It has an importance which is far reaching 
for the business sector of our economy and is indispensable 


fon seoday Ss fanily in Social interaction. 


None of this is more true than in our Province of Ontario. 
In only five years the number of telephone calls per capita 
has increased almost fifteen percent and there are more 
telephones per 100 population than any other province with 
the exception of Alberta. The significance of this fact 

is even greater when one considers that Canadians are 


among the highest telephone users in the world. 


Of the total telephones in Ontario, approximately five 
percent are served by the thirty-five independent telephone 
systems which are under the jurisdiction of the Ontario 
Telephone Service Commission. While the independents serve 


primarily a rural area, they represent a much wider service 


area than the telephone count would suggest. Although 

a large concentration of the systems is found in the 
southwestern portion of the Province, there are systems 
found in every other region from the Ontario-Manitoba 
border in the northwest,to the Kingston area along the 
St. Lawrence River, to the Ontario-Quebec border in the 
northeast. (The exact locations of each telephone system 


may be found in appendices, maps 1 and 2.) 


The independent telephone systems are very diverse in 
nature and in size, ranging from two hundred and fifteen 
telephones operated by Capital Telephone Company Limited 
to over 88,000 telephones operated by Thunder Bay Tele- 
communications. Of the thirty-five systems in Ontario, 
five are operated as public utilities, eleven as municipal 
systems, fourteen as incorporated companies, four as 
departments or subsidiaries of incorporated companies, and 
one is operated by the Ontario Telephone Development 


Corporation, a crown Conuporation. 


In 1977, the Commission entered into a Memorandum of 
Understanding with the Minister of Transportation and 
Communications. The Memorandum outlines, in general 
terms, the objectives of the Commission respecting the 
regulation of the independent telephone systems under 
its jurisdiction. It further outlines the relationship 


between the Commission and the Minister, the Ministry of 


Transportation and Communications, and other agencies 


of the Ontario Government. 


The first and primary objective found in the Memorandum 
is to assure that adequate and economical telephone 
service is provided for all residents of Ontario served 


by provincially regulated telephone systems. 


One method by which the Commission was able to test the 
level of telephone service being provided was through 

field hearings. Fourteen days of 1978 were devoted to 
field hearings during which the Commission met with the 
telephone users in their vicinity to discuss matters: of 
telephone service. The Commission is convinced that the 
field hearings held over the last year increased consid- 
erably the degree of public participation in the regulatory 


process. 


One of the most demanding objectives for the Commission is 
to assure just and reasonable rates for telephone service. 
"Just and reasonable" is a double-edged sword since it 
applies to both the telephone user and the telephone pro- 
vider. Taking this objective into consideration the 
Commission held financial hearings, as deemed necessary, to 
fully investigate the financial status of a system, and any 


major undertakings. 


Tile COMMISSION 


On August, 1, 1978 Davad My Duncan, ~O7C..,) vets neduas 
Chairman of the Ontario Telephone Service Commission 

and was succeeded by Wladzia Bielski, Q.C. Mr. Duncan 
had served with the Commission for a period of five years 
during which time the complexity of the problems and 
issues dealt with by the Commission had changed drama- 
tically. The Commission wishes to express its gratitude 


to Mr. Duncan for the effective leadership he provided. 


NA EXTERNAL LIAISON 
ah) Canadian Independent Telephone Association 


The Canadian Independent Telephone Association (CITA) 

held its seventy-third Annual Convention in Edmonton in 
September,1978. The Chairman of the Commission was invited 
to address the convention and presented a paper entitled 


A Regulator"s View of the Future Role of the CITA", 


af) Ontario Telephone Association 


The Ontario Telephone Association represents most of the 
thirty-five independent telephone companies which operate 


in Ontario. The Commission and the Ontario Telephone 


Association have continued to meet quarterly to discuss 
Matters and concerns of mutual interest. At meetings 
between the Commission and the Ontario Telephone Assoc- 
iation during 1978, discussions included such important 
items as depreciation, toll agreements, directory assist- 


ance charges and automatic number identification. 


Eats] Canadian Association of Members of Public Utility 
Tribunals (CAMPUT) 
During 1978 the annual CAMPUT meeting was held in Edmonton 
and was attended by the Chairman of the Commission. Her 
1g involvement included the presentation of a paper dealing 
with the issue of interconnection of customer-owned 
equipment to an existing telephone network. Mrs. Bielski 
was also elected Chairman of the CAMPUT Subcommittee on 


Telecommunications. 


The Subcommittee on Telecommunications met in October in 
Toronto and was hosted by the Commission. A wide range 


: of papers were presented and discussed, inc Luding. 


- delegation of regulatory functions within the frame- 
work of the present Canadian federalism; 


- issues surrounding the Inter-Regulatory Committee 
respecting Trans-Canada Telephone System's rates and 
practices; 


| - proposal for a Clearing House of Telecommunications 
| Regulatory Decisions; 


- profitability tracking of special telecommunications 
services; 


- regulated revenue relationships in rate structure. 


Dr. Walter Bolter, Chief, Economics Division, Common Carrier 
Bureau of the Federal Communications Commission (FCC) in the 
United States, discussed "Current Developments in U.S. Tele- 
communications from a Regulatory Perspective". A staff 
member of the Commission also delivered a paper entitled 


"Terminal Interconnection". 


iv) National Association of Regulatory Utility Commissioners 


The Commission is an associate member of the National Assoc- 
iation of Regulatory Utility Commissioners (NARUC). In 1978 
the Commission's Chairman was appointed a member of the Staff 
Subcommittee of Administrative Law Judges. The Object .o8 
this subcommittee is to prepare a model code for administ- 
rative law judges. The report when completed will be pre- 
sented to NARUC at the annual convention. The Commission 

is also represented on the NARUC Subcommittee on Communic-— 
ations and the Staff Subcommittee on Toll Separations in 


order to monitor developments in regulatory matters. 


Zn MAJOR ACTIVITIES 
az 0) Uniform System of Accounts 


In 1978, a major project was undertaken by the Commission to 
develop a uniform system of accounts. The proposed system 
will aid the Commission in processing rate applications 


thereby reducing regulatory lag. It will also provide the 


systems with a specific set of accounting instructions 
which will enable them to effectively and efficiently 
measure their financial results and allow the Commission 


to make inter-company comparisons. 


In September, the Commission retained the services of a 
consultant to develop the uniform system of accounts for 
the independent telephone systems in Ontario. The devel- 
opment of the system of accounts is to be completed in 
four phases during 1979 and implemented in 1980. One of 
the most important aspects of the project is the involvement 
of the independent telephone industry. The Ontario 
Telephone Association has established an Accounting Comm- 
ittee which will liaise with the Commission staff and the 
consultant as each phase is completed. The Commission 
regards such direct involvement of the industry through 
the developmental stage essential to the success of the 


project. 


1) Rate Application Form 

One aim of the Commission and its staff is to deal with 
each rate application effectively and expediently. To this 
end, the application form was revised and guidelines were 
developed for the industry. After consultation with the 
Ontario Telephone Association the revised rate application 
form came into use as of January 1, 1979. The revised 

rate application form provides the means by which a detailed 
financial analysis can be easily undertaken by each system 


in the process of filing a general rate application. 


Li) Prince Rupert Committee 


When the City of Prince Rupert applied for relief under 
its traffic agreement with the British Columbia Telephone 
Company, the Canadian Radio-television and Telecommun- 
ications Commission (CRTC) appointed a Committee of 
Inquiry to consider the application and make a recommend- 
ation. Mr. W.J. Withers of the (Commission, ine occ. 
MacPherson of the CRTC and Mr. H.J. Page of the British 
Columbia Ministry of Energy, Transport and Communications 


were appointed to the Committee. 


The importance of this Committee, aside from its recommen- 


dations, is that the matter under review is one which is 


particularly appropriate for a coordinated approach between 


federal and provincial agencies. The work and findings 
of the Committee will be of interest to the Commission in 
view of the number of traffic agreements between Bell 


Canada and the independent telephone systems in Ontario. 


i) Rate Applications 


Under The Telephone Act the Commission must approve all 
rates to be charged by a telephone system for services 
provided to its customers. During 1978 there were ten 


final orders issued respecting general rate increases. 


The process of assessing a rate application is complex 
and requires detailed financial analysis. Notwithstanding 
the fact that there were a greater number of applications 
than in 1977, and generally of a more complex nature, 

the Commission is pleased to have been able to keep the 
average time period between the date of filing and the 


date of the final order to approximately six months. 


The following telephone systems filed general rate 
applications which were considered by the Commission in 


LOTS 


Cambray Telephone Company Limited 
Hurontario Telephones Limited 

Lansdowne Rural Telephone Company Limited 
Manitoulin Island Telephone Company Limited 
North Frontenac Telephone Company Limited 
Northern Telephone Limited 

Taylor Telephone Company Limited 

Thunder Bay Telecommunications 

Tuckersmith Municipal Telephone System 
Westport Telephone Company Limited 


v) Sale and Amalgamation of Telephone Systems 


In June 1978 Bell Canada assumed responsibility for serving 
the territory of the Oakwood Telephone Company Limited. 
Oakwood was one of the few manual exchanges remaining in 
the Province and although Bell Canada purchased the system 
in 1976, the actual takeover was not completed until “the 


exchange was fully converted to dial. 


Whe VeELePWONE SYSTEMS 


The thirty-five independent telephone systems which 
operated in Ontario during 1978 fall into five classes 
according to the type of entity; incorporated companies, 
departments or subsidiaries of incorporated companies, 
municipal systems, systems operated by municipalities as 
public utilities and one system owned’and operated by 
the Ontario Telephone Development Corporation, a crown 
corporation. A statistical breakdown of the thirty-five 
independent telephone systems may be found on page 


nineteen. 


When the Ontario Telephone Authority, the predecessor to 
the present Commission, was established in 1954, there 

were four hundred and thirty-five independent systems in 
Ontario. Most of these were very small organizations with 
less than three hundred telephones. The few dial exchanges 
operated by independents were found mostly in urban areas. 
The Commission encouraged and assisted systems to convert 
a modern dial operation and tried to persuade smaller 
systems to amalgamate with neighbouring systems in order to 
form units large enough to make dial conversion economically 


feasible. In 1978 only two manual exchanges remained. 


- ll - 


Although there has been a reduction in the number of 
Systems operating in the Province, the number of tele- 
phones operated by the remaining systems has increased 
substantially. In 1978 there were 275,000 telephones 
as compared to 188,000 telephones operated by £rity-— 
one systems in 1970, and 176,000 telephones operated 


by four hundred and thirty-five systems in 1954. 


Most of the thirty-five systems are undertaking or 

have completed major construction programs to upgrade 
the quality of service provided. Systems such as 
Amtelcom Inc. and Blanshard Municipal Telephone System 
have upgraded most of their rural areas to one and two- 
party telephone service. During 1978 a number of systems 
also developed plans to implement the new technology of 
digital switching. The Commission recognizes the 
importance of technological advancement in the industry 
and is pleased to see that the industry is taking the 
initiative to explore the possibility of using new 
technology to provide a higher quality of service to 


their subscribers. 


A number of the independent telephone systems have also 
introduced automatic number identification (ANI). 
Basically, ANI means that there is automatic identification, 


recording and billing of the telephone number from where 


the call is placed and, therefore, makes the process 
of direct dialed long distance calls more efficient. 
This is truly a circumstance where the three parties 
involved, the independent telephone system, the 
telephone users and the connecting companies benefit. 
For the telephone systems the benefit comes from the 
reduction of the cost of processing long distance 
calls. For the telephone user ANI means simpler and 
quicker access to long distance toll circuits “and 


elimination of most =pLLling errors. 


oe har 


WEQULATORY ISSUES 


The major regulatory issues which the Ontario Telephone 
Service Commission dealt with during 1978 are as 


follows: 


a) Boundary Dispute 


In 1978 the Commission dealt with a boundary dispute 
between two telephone systems operating in the small 
Village of Warwick in southwestern Ontario. In effect, 
two telephone systems were furnishing telephone service 
in the same area due to a disagreement as to the boundary 


of each serving territory. 


The matter was brought before the Commission and it 
ordered the systems to develop a mutually acceptable 
boundary for consideration. The plan brought forward 

was found unacceptable to the Commission because it 
provided that both systems would continue to offer tele- 
phone services in the same territory. Besides the fact 
that such a plan meant a duplication of facilities, the 
Commission considered the plan to be discriminatory since 
dual service would not be available to all customers of the 


two telephone systems in their total operating area. 


The Commission conducted a poll of the residents of the 
Village of Warwick in order to determine the community 
of interest and based on the results established a 
boundary for the serving territory of each system. The 
Commission, however, grandfathered the existing service, 
Since it did not wish to penalize the customers because 


of the action of the two telephone systems. 


ial) Extended Area Service and Call=Pac 


Extended Area Service (EAS) is a term used to describe 
the service provided to a telephone subscriber allowing 
calls to be placed outside the local exchange area without 
incurring toll charges. At field hearings the Commission 
repeatedly heard demands for EAS. Many rural telephone 
users expressed a wish to call urban areas without paying 


toll charges each time a call was made. 


Extended Area Service is not an optional calling plan nor 
is it free but is mandatory once it is implemented. Each 
telephone system participating in this plan is required 

to provide cable and switching equipment to make the 
service available to its customers. Because of the addit- 
ional costs increases in rates are usually necessary, 


which apply to all customers in the service territory. 


Call-Pac is an optional service which provides one-way 
toll calling to a prescribed exchange on a discount basis. 
Customers utilizing this plan, purchase an allotment of 
time for a given flat rate. The plan allows each customer 
to examine his or her calling needs and to subscribe to 


the plan if desired. 


In 1978 the Commission approved an experimental Call-Pac 
program offered by the Community Telephone Company of 
Ontario Limited over four heavily used toll routes. During 
the year the Commission has monitored the impact of the 
experimental program. It will be completed early in 1979 
and the Commission will, at that time, determine the 
effectiveness of the program. The Commission will also 
continue to encourage telephone systems to experiment with 
alternative calling plans to determine the most efficient 
and economical method of satisfying the calling needs of 


telephone users. 


1332) Equal Life Group (ELG) 


The Commission dealt with an application in 1978 which 
raised the question of depreciation methods and equal life 
group in particular. One of the fundamental objectives of 


depreciation accounting is to recover the capital invested 


in depreciable plant over that-plant'"s useful life. 

As a result of the above mentioned application, the 
Commission issued Order No. 3/756 and in it stated that 
while the Commission shared the opinion of other auth- 
orities, that conceptually, ELG procedures were superior 
to other methods, the Commission judged that the practical 


application of ELG required further review. 


In the same order the concern with the sensitivity of the 
ELG method to variations between the observed and 
estimated service lives was expressed. The Commission 
holds the view that before it can authorize the use of 
ELG it must be satisfied that the results of using this 


method are acceptable. 


This requires that the Commission have sufficient inform- 
ation to assess the accuracy of the mortality data and 

the calculations used to determine service lives. It 

also requires that the Commission be aware of factors such 
as the telephone system's policy and future plans that have 
affected engineering judgements. It was the Commission's 
decision, in 1978, that a uniform system of accounts must 
be in place as a prerequisite to any consideration of 
approval of ELG rates or changes in depreciation methods 


and practices. 


ay) Quality of Telephone Service 


The quality of telephone service varies throughout the 
Province of Ontario. Many telephone users are enjoying 

a very high standard of service because of major const- 
ruction programs undertaken by some of the independent 
Systems. Other customers,however, do not have a quality 
of service which the Commission feels should be provided. 
In 1978 the Commission held a number of field hearings 
where the quality of service and pool repair maintenance 
were two recurring complaints. Telephone users at the 
hearings clearly expressed the view that they were not 
being provided with reliable service. Since one of the 
primary roles of the Commission is to assure adequate and 
reliable service, the Commission ordered telephone systems 
to take corrective action where necessary, and will 


continue Eo monitor the results. 
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Type of Entity of the Independent Telephone Systems 


Operating in Ontario in 1978 


Systems operated as public 
utilities by municipal 


corporations 


Municipal systems 
Incorporated companies 


Departments or subsidia- 
ries of incorporated 
companies 


Ontario Telephone Deve- 
lopment Corporation 


TOTAL 
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* The largest system is Thunder Bay Telecommunications 
with 88,396 total telephones and the smallest is 


Capital Telephone Company Limited with 215 total 


telephones. 
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Net growth of the Telephone Industry in Ontario 
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SUMMARY of COMMISSION ORDERS ISSUED - 1978 


During the year a total of 199 orders were issued by 
the Commission for the undermentioned purposes under 


the following sections of The Telephone Act: 


NO.wOr 
SECTION ORDERS 
6 Proposed application denied. ..... 
10 PrevaAOussOrder revoked wo. 3.2 so cstes « 
Ths Prescribing date of Annual 
Méstingeor subs¢ripers. 2.6% scale tene ul 
88 Approval of company by-laws and 
Special resolutions ...... aret acd) siesaee 4 
OM: Approval to interconnect customer 
Owine Uerec at OME. ws accste a selevers. « 0's 3 i 
27) Settle dispute between two 
BSC CU Sr. tage a sale heise aici eo) €.0 'eieip's. 60s. 6htga 3 
94 Request for telephone service.... 3 


96 Approval of agreements for inter- 
Change of service between systems.116 


102 Approval of agreement that may 
have effect of increasing the cost 
OF telephone FSSr ViLCe « stesso 5 ere ole L 


105 Request for changes in local 
Pelepnone: LHAtes’. 6..c/chs «cree eketarater shone 49 


106 Approval to temporarily with- 
draw a service charge or prevent 
discrimination through concession 
EGECS Gro weheleiersre tc mips eieho. eceie)ia) ates ase ane 


108 Prescribing depreciation practices 2 


109 Approval to issue evidence of 
IMOeDECANESS i. che coo crete ole erslets al eustets 2 
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INUROOUGTION 


The past decade has been a period of remarkable techno- 
logical development in the telecommunications industry 
which has resulted in not only better quality of services 
being provided to the user, but also a wider range of 


services. 


Direct Distance Dialing (D.D.D.) enables a telephone 
usemeto Call long sdistance by dialing «directly.» This 
service frees the operator of all duties except the re- 
cording of originating numbers for billing purposes. 
Practically all exchanges in Ontario served by the inde- 
pendent telephone systems have introduced Direct Distance 


Dialing. 


The introduction of Automatic Number Identification means 
that an originating call is identified and billed auto- 
matically. This process, which is a further advancement 
of direct distance dialing, totally eliminates the need 
of operator assistance for calls dialed divectly by the 
user. The telephone system benefits in the reduction of 
processing long distance accounts and the user benefits 


by having easier access to long distance circuits and 


more reliable billing. Presently, five independent 


systems offer Automatic Number Identification. 


The most recent and important technological development 

in telephony is the introduction of digital switching, 
which provides faster processing of calls, and less 
interference and distortion. Also, the transmission 
potential of the system is greatly increased. Amtelecom 
Inc., an independent telephone system in Ontario, was the 
first system in Canada to convert some of its exchanges 

to digital. Other systems, such as the Blanchard Municipal 
Telephone System have also converted to digital and there 


are plans by others to do, the same. 


Any discussion of technological changes in telephony 
would not be complete without mentioning fiber optics. 
Although the use of this technology, which in effect 
provides the transmission of video and audio signals 
through a hair-like tube of glass, is still in an experi- 
mental stage, there is no doubt that this development 
will revolutionize the telecommunications industry in 


the next decade, 


Thile COMMISSION 


The Ontario Telephone Service Commission is a quasi- 
judicial agency operating under the authority of the 


Pelepnone ew (h.o.0.019707 co A5T7). 


The Commission is responsible for the regulation of 
telephone systems under provincial jurisdiction as defined 
in the Telephone Act. The Commission also has the 
authority to adjudicate disputes between such telephone 
systems as well as disputes between any person anda 


telephone system. 


The Commission presently consists of six members as 


follows: 
Chairman of the Board ys Mrs. We Bielskin0. &. 
Vice-Chairman - Mr. J. B. Webster 
Member = Mio Jee Masha 1 
Member = Mis Mo barry 
Member = Mie Weg ee ane 
Member - Mr. FE. Wall 


The Chairman is a full-time member, while all other members 


serve as part-time members. 


The Commission is assisted by a staff of seven. During 
the year, a major re-organization of staff positions 
occurred,.and the following, chart outlines )the) present 


organizational structure of the Commission. 


| comission | 
Manager of Operations 


race 
Analyst 


Research jf 
Orie eee 


Financial 
Analyst 


BecCretany 
Registrar 


Support 
Stata 12) 


In 1979, the Commission attended 18 meeting days, and 


held 32 public hearings. It also held seven field 
hearings in Forest, Orono, Thunder Bay, Coldwater, Zurich 


Ripley and Keewatin. 


During the year, the Commission issued a total of 125 
orders for the purposes specified and under the following 


sections of the Telephone Act. 


NO. sO 
SECTION ORDERS 
10 Previous order revoked amended......... 5 
60 ReEewessSeE CL SUDSCETDEST Se sick ere tenes sae it 
Te Prescribing data of Annual Meeting of 
SHO es CTR CUES ioe crea isuela ts tal alata ca feaeln Geer aeree secrete ve 1 
88 Approval of company by-laws and special 
BOO UR OMT Sc eses ue ees iccsuste us os bs Yo teh elke el Sane kenous 1 
O17 Approval to interconnect customer owned 
ILC ID area eatate ater ala Tarcuste corre. << erayecehe teres eters sit Z 
94 Request for telephone service.......... AB 
96 Approval of agreements for interchange 
OP SELV1ICe between SVSTCMG, ~ atc «4 ssw uers 68 
100 Fyope ica nied MO pi ews Neu fol eat ty Te Tee i 
LOZ Approval of agreement that may have 
effect of increasing the cost of 
BELO DNONG. (“SERV ECE wr sae sete tes =) ¥ o'er wisleces 6 
03 AMatgamation OL SYSTEMS ST... - Se. esc ee ee a 3 
105 Request for changes in local telephone 
TCS re io naw ele ge sbienes ote is  oke paye lege & (ous Lo enere Ghee lageeqe ou 
106 Approval to temporarily withdraw a 
service charge or prevent discrimination 
ENvoOugnh, CONCESSION. FACES «x 2 eis weye © oye 2 e0 x aL, 
109 Approval to issue evidence of indebted- 
TSS Siislis 6 once ew Wiss SO 55 @ 6 sel s!5 So yiae Sewers esos 4 
2 


A revised Memorandum of Understanding between the Minister 
of Transportation and Communications and the Chairman of 
the Ontario Telephone Service Commission was signed and 
became ettective as of dune 4, 1979. The Memorandum of 


Understanding may be found as Appendix 1) on page, 24. 


ins EXTERNAL LIAISON 
1) Canadian Independent Telephone Association 


The Canadian Independent Telephone Association (C.I.T.A.) 
held its seventy-fourth annual meeting in Quebec City 

in September of 1979. The Chairman and W. J. Withers, 
Manager of Operations of the Commission staff attended 


the convention. 


1b) Ontario Telephone Association 


The Ontario Telephone Association is the representative 
body of most of the thirty-two independent telephone 
systems which serve Ontario. The Commission and the 
Ontario Telephone Association have continued to meet 
quarterly to discuss issues of concern which affect the 
industry. At the Ontario Telephone Association's four- 
teenth annual meeting held in Kitchener, Ontario in 
April 1979, the Chairman presented a paper entitled 


"Regulation In A Changing Environment". 


3 ipa ea Canadian Association of Members of Public Utility 


Tribunals (CAMPUT) 


In April of 1979, the annual CAMPUT meeting was held in 
Quebec City. The Chairman, Commissioner Margaret Parry 
and W. J. Withers of the Commission staff, attended the 


meeting. Mr. Withers presented a paper entitled "Develop- 


ment in Usage Sensitive Pricing for Local Exchange 
Service". The Chairman of the Commission, who was 
Chairman of the CAMPUT Committee on Telecommunications, 
filed a report on the work of the Committee during the 


past year which included the following topics: 


= delegation of regulatory functions within 
the framework of the present Canadian 
federalism; 

- issues surrounding the Inter-Regulatory 
Committee respecting Trans-Canada 
Telephone System's rates and practices; 


- proposal for a clearing house of Tele- 
communications Regulatory Decisions; 


FuOnOuw taba lity. tCeaACKINGs Of Special @tele= 
communications services; 


- regulated revenue relationships in rate 
SG Eucieumesr 


At the CAMPUT's 1979 annual meeting, the Chairman of 
the Commission was elected as Chairman of the new 
Committee on Technical Matters of CAMPUT, which will 
study topics common to all public utilities, gas, 
water, electricity and telecommunications. In order 
to more effectively deal with the subjects before 
this Committee, two Subcommittees were formed; the 
Subcommittee on Accounting and the Subcommittee on 
Economics. Reports of the two subcommittees will be 


presented at the 1980 Annual Meeting of CAMPUT. 


iv) National Association of Regulatory Utility 


Commissioners 


The Commission is an associate member of the National 
Association of Regulatory Utility Commissioners (NARUC). 
The Commission is represented on the NARUC Committee 
on Communications and the Staff Subcommittee on Toll 


Separations. 


The Chairman has been appointed as Associate Member of 

the Committee on Communications and has attended several 
Committee meetings, whose primary consideration over the 
past year has been the amendments to the Communications 
Act of 1934, whach would provide for considerable de- 
regulation of the telecommunications sector and the 
establishment of joint board proceedings for determination 


of division of tolls revenues. 


Qe MAJOR ACTIVITIES 
a) Uniform System of Accounts 


In the annual report. for the year ending 19.78, the 
Commission stated that it had undertaken a major project 
to develop a uniform system of accounts for the inde- 
pendent telephone.systems in Ontario. ~The final) draft, 

as prepared by the consultants retained by the Commission, 


is presently being reviewed by the Commission and it is 


expected to be released shortly to the Accounting 
Committee of the Ontario Telephone Association as well 
as torthe industry tor .comment. Although the initial 
time-frame for the developmental stage had to be 
extended, the Commission is anticipating its completion 


during 1980, and the implementation to commence in 1981. 


dt) Rate Determination Worksheet 


The Commission has developed a rate determination work- 
sheet to be used as a guideline by the independent 
telephone systems for preparation of applications for 
miscellaneous equipment rates. The Commission was con- 
cerned that many applications filed for approval for 
such rates lacked supporting evidence, such as costs and 
expected profit margin, to justify the proposed rates. 
It is anticipated that such worksheets will provide 
assistance to the independent telephone systems in deter- 
mining the appropriate rates and in turn will reduce the 
time within which the Commission can make a decision 


on “such applacatz ons. 


oie) Rate Applications 


During 1979, the Commission issued seven final orders 
and one interim order respecting applications for changes 
in rates for local telephone service for the following 


telephone systems: 


al Ome 


Brooke Municipal Telephone System 
Coldwater Municipal Telephone System 


Community Telephone Company of Ontario Limited 


Hay Municipal Telephone System 

Huron and Kinloss Municipal Telephone System 
North Renfrew Telephone Co. Ltd. 

People's Telephone Company of Forest Limited 
Thunder Bay Telecommunications 


As of year-end, there were five applications filed for 
changes in rates for local exchange service which were 


in the process of being considered by the Commission. 


iv) Sale and Amalgamation of Telephone Systems 


On June 16, 1978, the Ontario Telephone Development Cor 


poration, a crown corporation, assumed responsibility 
for the operation of the Muskoka and Parry Sound 
Telephone Company Limited. On November 7, 1979, the 
system was sold to Bell Canada, such sale having been 
approved by the Commission by Order No. 3893, dated 


November 7, 1979. 


In April 1979, the Commission approved the sale and 
amalgamation of the Cambray Telephone Company Limited 
with Amtelecom Inc., formerly known as the Aylmer and 
Malahide Telephone Company Limited. In August 1979, 


the Commission also approved the amalgamation of the 


Taylor Telephone Company, a subsidiary of Amtelecom 
Inc., with the parent company. Amtelecom Inc., 
therefore, 1S now serving the territory previously 
served by the Cambray Telephone Company Limited, Aylmer 
and Malahide Telephone Company Limited and the Taylor 


Telephone Company Limited. 


As a result of the sale and amalgamations of systems 
during 1979, there are presently thirty-two systems 
under provincial jurisdiction. Five are systems 
operated as public utilities by municipal corporations, 
eleven are Municipal Telephone systems and sixteen are 


Incorporated Companies. 


REGULATORY ISSUES 


As we approach the end of the 70's, there is no doubt 
that there are several major regulatory issues which 
must be faced by all regulatory agencies, federal as 
well as provincial. The Ontario Telephone Service 
Commission is much aware of the impact or any decision 
on such major issues on the future framework of tele- 
communications and in particular, on the independent 
telephone industry in Ontario. The Commission therefore 


has embarked on major studies on the following matters: 


a2) Terminal Attachment 


Pursuant to section 91 of The Telephone Act: 


"every telephone system shall own and 
maintain all equipment except run-off 
poles on private property, operated 

in connection with the system, unless 
otherwise consented to by the Commission." 


In effect, approval must be obtained for the attachment 


of any customer-owned equipment to the telephone net- 


work. 


The Commission, however, is most cognizant of development 


in Canada of a market for customer-owned equipment, 
both of the addressable and non-addressable type. The 
Commission is also aware of the federal Department of 
Communications' Terminal Attachment program and the 
position of the Government of Ontario in respect to 


terminal attachment. 


During the year, the Commission has granted approval for 
the attachment of non-addressable customer-owned equip- 
ment on an ad hoc basis. However, the Commission is 
concerned that such measures are not the most satis- 
factory way in which to deal with a regulatory issue of 
such importance. Therefore, the Commission has been 
working towards a general policy with respect to attach- 
ment of customer-owned equipment which it anticipates 


£0. be: released, in. the, forthcoming year. 


1s) Retroactive Approval of Agreements 


Under section 96 of The Telephone Act, a telephone system 
may enter into an agreement with any other system pro- 
viding for the interconnection of the systems and the 
division of tolls, commissions and expenditures, but 

such agreement has no validity or effect until approved 


by the Commission. 


It has been tne experience of the Commission in the past 


£O vecelve applications for approval of toll sertcre— 

ment agreements (Alternative Appendix "B" to the Traffic 
Agreement) between the independent telephone systems 

and Bell Canada, which, in effect, result in the granting 
Of approval tO “a retroactive errectivye dave.” bi enne 

last instance, approval of such an agreement resulted 

in retroactive payments for almost a period of one year. 
Such practice envelopes two problems. Firstly, the 
Commission does not regard this practice as an appro- 
priate exercise of its responsibility as set out in the 
Telephone Act, and therefore has granted such approvals 
with certain reluctance but giving consideration to the 
lengthy negotiation process incurred by the parties. 
Secondly, the independent telephone systems seeking such 
approval for retroactive effective dates of the agree- 
ments could encounter financial difficulties should the 
Commission, for justifiable cause, deny the approval of 
such agreements. The Commission therefore, is of the 
strong opinion that the present practice is most unsatis- 
factory and indeed unacceptable both from the regulator's 


standpoint as well as from the industry. 


In light of the problems, the Commission has undertaken, 
during the year, discussions with the Ontario Telephone 
Association with a view of achieving a practical solution. 
The Commission intends to pursue this matter vigorously 


in the forthcoming months, with the objective of establishing 


alregulatory policy as quickly as possible in» respect 
to retroactivity of effective dates of agreements and 


alternative solutions. 


a3) Toll Settlement Procedures 


In the 1978 Annual Report, the Commission outlined the 
work undertaken by the Committee of Inquiry established 
by the Canadian Radio-Television and Telecommunications 
Commission (CRTC) to consider the application of the 
City-oreenince, Rupert. On page eight) ofsits 1976 annual 
report the Commission stated that "the work and findings 
of the Committee will be of interest to the Commission 
in view of the number of traffic agreements between Bell 
Canada and the independent telephone systems in Ontario". 
Since sthatitime -<<the Committee of Inquiry thas: rendered 
its report and recommendations to the CRTC, and a decision 
was made which basically accepted the six fundamental 
principles and the test for that particular application 
as recommended by the Committee (Telecom Decision CRTC 


The fant 


The Commission, in a decision rendered December 13, 


1978, Order Number 3787; stated: 


"As a result of the increasing number of 
adjustments in basic rates over the last 
few years, the Commission has undertaken 
a review of the levels and changes 1n 
such rates. This review has revealed a 
growing variance in the level OL local 
rates charged by the various operating 


companies in the Province for comparable 
service. Although the Commission recognizes 
the differences in geographic conditions, 
distribution of subscribers, and the number 
of subscribers served, necessarily result 

in a higher cost of providing service in 
certain areas, the Commission is concerned 
with the rapidly growing variance between 
rates for similar service. The question that 
requires consideration, not only by the 
Commission, but also by the telephone systems 
providing telephone service in the Province, 
is to what extent can this variance be allowed 
to ..guow.s"' 


The Commission is of the opinion that such discrepancies 
could be minimized if the inter-company settlements were 
based on a uniform Canadian cost separation methodology 
and a uniform system of accounts. However, the develop- 
ment of such cost-based methodology for inter-company 
settlements is not within the foreseeable future, yet 
the problem outlined requires immediate solutions. To 
do so, the Commission feels that a review of the proce- 
dures by which the independent telephone companies in 
Ontario share revenues generated through the exchange of 
long distance calls between their telephone subscribers 


and those of Bell Canada must be undertaken forthwith. 


In this regard, a great deal of useful analysis was done 
by the Committee in the Prince Rupert case which should 
not be discarded. In particular, the Commission refers 
to the review of the Alternative Appendix "B" method 


which is currently used by Bell Canada for traffic 


agreements with most independent companies in Ontario 
and the six “fundamental principles" which were therein 


established. 


The present toll settlement agreements between the 
independent telephone systems in Ontario and Bell Canada 
expire mid-1980. Although the Commission is of the 
opinion that toll settlement agreements should be sought, 
in the first instance, through the negotiation process 
between the parties involved, the Commission will be 
seeking a resolution of both the problem outlined in 
section (ii) as well as the question of appropriate 


procedures for toll settlement in the forthcoming year. 


iv) Inter-Regulatory Committee Respecting TCTS Rates 


and Practices 


In the spring of 1978, Bell Canada and the British Columbia 
Telephone Company filed applications with the CRTC for 
approval of increases in rates for a number of services 

and facilities provided throughout Canada by the members 

of the Trans-Canada Telephone System (TCTS). 

rhe CRUG, 2s mere Of ifs course of action, invited the 
Chairman of each regulatory agency in Canada responsible 
for regulating telephone rates within a Province EO 


nominate a senior staff member to an inter-regulatory 


committee which would monitor the progress of a study 

to be undertaken by a consultant in respect to TCTS 
settlement procedures, recommend any supplementary studies 
and to act as a liaison between the respective agencies. 
The Commission welcomed the opportunity to participate 

in such a consultative mechanism, particularly in view 

of the relevance of the topic to the independent tele= 
phone systems in Ontario. The Chairman, therein, 
appointed W. Withers, Manager of Operations of the 
Commission's staff, as member of the Inter-Regulatory 


Committee. 


The Committee met several times during the year to review 


the report of the consultant which has now been completed. 


In September of 1979, the Chairman of the CRTC had 

written to the Chairman of the Commission requesting 
consideration be given to extending the work of the Inter- 
Regulatory Committee. The additional tasks suggested 

to be undertaken by the Committee were to: 

1) monitor the impact of the CNCP=Bell Canada 
Interconnection decision (Telecom Decision CRTC 79-11) 
outside the operating territory of Bell Canada. 

2) extend the mandate of the Committee in relation 
to the TCTS rates and practices, whereby the Committee 
would participate in the pre-hearing phase of the appli- 


cation, by possibly formulating interrogatories to the 


Applicant on issues the Committee members felt should 


be Trarsed at the Public Hearing. 


The suggestion was also made of further possible ex- 
tension of the Committee's mandate to include the 


public hearing phrase. 


The Commission regards consultative mechanisms as a use- 
ful tool which could be and should be effectively used 
by regulatory agencies in respect to issues which are 

of mutual concern. The Commission must also ensure 

that. Lt Constancly iS in a position to exercise its 
responsibility as required by the Telephone Act with 


total independence. 


t was with this precept in mind, that the Commission 
Geclined further participation in the Inteér-Regulatory 
Committee for the extended work proposal outlined above. 
The Commission concluded that it would be inappropriate 
for, tte starr seo be involved in a hearing process 
wherein the Applicants are outside the jurisdiction of 
the Commission. More importantly, the Commission was 
of the strong opinion that such participation was in- 
appropriate in light of the fact that the issues being 
addressed are such that the Commission itself may have 


to adjudicate within its own legislative mandate. 


v) Qualucy of Service 


The quality of service provided by the independent 
telephone systems is one of the most important factors 
which the Commission takes into consideration when 
approving rates for local exchange service. Although 
"quality of service" has not been given any precise 
definition by the Commission, in general terms, the 
Commission considers that any definition must encompass 
more than technical standards and measurements. More 
importantly, the Commission is of the opinion that it 
must be cognizant of the subscribers" perception of 
“Quality of service’. It as for thyvs reason that the 
Commission, during 1979, held as many field hearings as 


possible where justified through the intervention process. 


The importance of both field hearings and the subscribers' 
perception became clearly evident as a result of the 
general rate application £iled by Community Telephone 


Company of Ontario Limited. 


In light of the substantial number of subscriber sub- 
missions filed with the Commission from the exchanges 
of Erin and Hillsburg, the Commission held a field 
hearing in Erin on December 7, 1978. Approximately two 
hundred and fifty people attended; and forty oral 


Submissions were made to the Commission, as well as a 


written and oral submission from the Committee for 


Better Service. 


The major matters of concern which the Commission 
teganGged, ac a reflection of the quality of service being 
provided included the need for an expanded local calling 
area (EAS), the lack of adequate repair service, overall 
inadequate quality of service, particularly during incle- 
ment weather, billing errors, need for more sophisticated 
services such as Automatic Number Identification (ANI), 
lack of adequate trunking facilities, excessive noise 

On Circuits, late payment policy, disconnect, policy). wack 
CEntOlLlocalivactasl on monthly balis,. and obganizarion 


of the telephone directory. 


As a result of the intervention by the Orono Ratepayers 
Association at the financial hearing on February 22, 

1979, the Commission determined that a further field 
hearing should be held in Orono to provide the oppor- 
tunity for the subscribers to present their views directly 
to the Commission. Such a hearing was held on March 20, 
1979 and was attended by approximately three hundred 
people. The concerns expressed at the hearing were 


replicative of those voiced in Erin. 


The Commission makes these observations because it 


reinforces the Commission's conviction, as supported by 


the views expressed by so many subscribers that quality 

of service encompasses not only the mechanical and 
electronic operations of the system, but also the adminis- 
trative, business, and public relations practices Ofte 


telephone system as well. 


The approval of a revenue requirement and the resultant 
rates for local exchange service cannot be done in 
isolation Of the Consideration Of the quality of service 
being provided. The Commission, in carrying out its 
responsibility under the Telephone Act, must balance 

the needs of the operating company and the subscriber. 

In order to more effectively carry out such responsibility, 
the Commission decided to undertake a study of quality of 
service indicators. Although the study is still in its 
formative stage, the Commission hopes, that as the study 
develops, that it will receive input from both the industry 


and the general public. 


APPENDICES 


APPENDIX i) 
MEMORANDUM OF UNDERSTANDING 
BETWEEN 
THE MINISTER OF TRANSPORTATION AND COMMUNICATIONS 
AND 


THE CHAIRMAN OF THE ONTARIO TELEPHONE SERVICE COMMISSION 


I. INTRODUCTION: 


1. In the event of conflict between any provision of 
this agreement and The Telephone Act, R.S.O. 1970, 


c.457, The Telephone Act governs. 


2. The role of the Commission is to supervise and 
administer The Telephone Act in respect of the 
obligations required of telephone systems in 
the public interest and in accordance with the 


Dub luc poldlevwwo = On eae Or. 
3. The objectives of the Commission are: 


(a) to assure adequate and economical telephone 
service for all residents of Ontario served 


by provincially regulated telephone systems; 


(b) to promote diversity and innovation in 


telephone services; 


(c) to assure that all telephone services are 


provided at just and reasonable rates; 


(d) to assure that telephone systems are 
responsive to the public interest and to 
the communications objectives of the 


Province of Ontario; 


AEAE 


(e) to promote Vocal and community participation 


in telephone service matters; and 


(£) to cooperate with regulatory bodies of other 
jurisdictions involved in the regulation of 


telephone services. 


This agreement shall take effect upon the day 
that it 1S signed by both parties and shall be 


reviewed: 


(a) on the appointment of either a new Minister 


or Chairman of the Commission; or 


(b) upon the request of either party to the 


Memorandum. 


This Memorandum and any amendments made subsequent 
to it, shall be subject to review and approval by 


Management Board of Cabinet. 


ROLES OF THE MINISTER AND THE COMMISSION: 


The Commission, through its Chairman, reports to 
the Minister of Transportation and Communications 
aS. an integral part of the portfolio for whieh he 


1s accountable to Ehe Legislature. 


The Commission shall be guided in the exercise of 
its powers under The Telephone Act by the written 
policy directives of the Minister expressing the 


communications objectives of the Province of Ontario. 


3.1 The Minister may request the Commission to 
investigate any advise the Minister respecting 
any matter affecting the public interest in 


relation to telephone services. 


.2 The Minister may request that the investigation 


include a public hearing. 


4. The Commission shall advise the Minister prior to 
entering into any formal relationships with 
regulatory bodies of other jurisdictions and, 
except as provided in The Telephone Act, shall 


obtain his approval to do so. 


5. The Minister shall consult the Commission in 
respect of changes in legislation which may affect 
the Commission, and in respect of any directives 


issued to the Commission under sub-section 2 above. 


6. The Minister will not initiate reviews of 
Commission decisions under s.18 of The Telephone 
Act in respect of the level of rates of any 
telephone system, or in respect of any question 


of law. 


7. The Commission shall be responsible for the 
assessment of the efficiency and effectiveness of 
its operations and shall submit reports thereon as 


required by the Minister. 


8. The Commission shall prepare and submit to the 
Minister, for Management Board approval, long- 
range plans and annual plans (estimates) at such 


times and in such formats as required. 


9. The Commission is an independent agency created 
by statute and given independence in determination 
| of all questions with respect to matters within its 
| jurisdiction. The Chairman is designated as the 
Head of the Commission and for administration and 
budgetary purposes the Commission reports through 
its Chairman to the Minister of Transportation and 


Communications. 


IIIf. FINANCIAL ARRANGEMENTS: 


1. The Commission shall be responsible for preparing 
(with the assistance of Ministry of Transportation 
and Communications staff as outlined in section 
iv(b) below) an annual budget to cover its 


financial requirements for each fiscal year. 


2. The Commission shall submit this budget to the 
Minister for his approval and for forwarding to 
Management Board for its approval and inclusion 


in the Estimates. 


3. The Commission's Estimates will be presented to 
the Legislature in conjunction with the Estimates 


of the Ministry of Transportation and Communications. 


4. The Ministry shall provide the Commission with the 


following administrative services at no cost: 


(a) Administration of the Commission Budget, 
including payroll, expense accounts, cheque 


issuing, etc.; 


(b) Assistance in the preparation of Estimates 


and Multi-Year Forecasts; 


(c) Internal Audit Services; 


(ad) Assistance in arranging for the leasing of 
accommodation, purchasing of equipment and 


the provision of miscellaneous supplies; 


(e) Advice on personnel matters as required; 


(£) Other administrative and support services 


as agreed. 


IV. OPERATING RELATIONSHIPS: 


1. The Minister shall meet with the Chairman of the 


Commission from time to time as considered necessary. 


2. Provision of the services cited in Section III.4 
above will be arranged by agreement between the 
Chairman of the Commission and the Chairman of 
the Communications Program Planning Committee, 


OG the Ministry. 


3. Matters relating to the formulation, submission 
and amendment of long-range and annual plans 
shall be discussed between the Ministry and the 
Commission in the forum of the Ministry's 
Communications Program Planning Committee. For 
purposes of such discussion, the Commission may be 
represented at meetings of the Conmittece erther at 


its own request or at that of the Committee Chairman. 


Details connected with budgeting and accounting 
procedures, including submissions to Management 
Board, will be resolved by the Chairman of the 
Commission and the Comptroller, Financial Branch, 


of the Ministry. 


Wo ADMINISTRATIVE ARRANGEMENTS : 


The Commission as a body administering provincial 
policy with public funds, is accountable to the 
Government for its use of those funds and will be 
treated by Management Board as an integral part of 
the Ministry of Transportation and Communications. 
The Commission shall govern itself according to 
the Manual of Administration with respect to 


staffing and administrative controls. 


By arrangement between the Chairman of the 
Commission and the Executive Director of the 
Communications Division of the Ministry, the 
Commission shall have access to professional and 
technical Ministry staff to obtain advice in such 
areas as law, finance, economics and engineering. 
The availability of Ministry staff will be subject 
to the provision that any such advice shall in no 
way alter the Commission's sole responsibility for 
making decisions on matters brought before it, nor 
will it bind the Minister to the point of view 


expressed by Ministry staff. 


Consultants and contract staff required by the 
Commission shall be hired and paid directly by it 
under appropriate Management Board regulations, 
and within the approved budget allocation 
contained in the annual estimates. The Chairman 
may, however, seek the advice of the Executive 
Director of the Communications Division of the 
Ministry as to the appropriateness of the 
appointment prior to signing any new contract with 
a consultant in order to avoid duplication of 


services. 


WAS CONTROL AND REPORTING: 


The Commission, through its Chairman, shall 
provide the following reports to the Minister, in 
addition to the Annual Report required by statute, 
an annual assessment of the Commission's 
performance in furthering the objectives set out 


in sub-section 3 of Section I above. 


The Commission, through its Chairman, shall 
provide information and advice to the Minister 
concerning issues arising out of the work of the 


Commission: 


(a) upon the request of the Minister; and 


(b) where, in the opinion of the Chairman, the 


matter requires the Minister's attention. 


The Commission shall produce quarterly and yearly 
Management by Results reports which shall be 
coordinated through the Communications Division 


of the Ministry. 


4. The Commission's operations are subject to audit 


Dye thew Provincial Auda towse 


5. Whenever matters related to the functions of the 
Commission are to be discussed by Management 
Board, the Cabinet Committee for Resource 
Development, Policy and Priorities Board or a 
Standing Committee of the Legislature, the 
Commission has the right to be represented at the 
meeting by the Chairman and/or her designates. 
Such representation shall not pre-empt the right 


of the Ministry to be also represented. 


Dated June 4/79 Signed by: J. Snow 
Minister of Transportation 
and Communications 


Dated June 1, 1979 Signed by: Wladzia Bielski 
Chairman, Ontario Telephone 
Service Commission. 
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APPENDIX ii) 


Type of Entity of the Independent Telephone Systems 


Operating in Ontario in 1979: 


Systems 
No. % 
Systems operated as 
public utilities by 
municipal corporations 5 5.0 
Municipal Systems LL 34.4 
Incorporated companies 16 5020 
TOTAL SZ 10020 


APPENDIX iii) 


Telephones 
No. % 
PiOy 204 39 
34,972 r2 
139,022 49.0 
284,288 100.0 


Size Distribution of the Independent Telephone Systems 


Operating in Ontario in 1979* 


No. of Telephones No. of Systems 
0-= 500 1 
50.1. = 1,000 2 
1001. = 2,000 L3 
2,002 = 3,000 3 
Sip ACA 4,000 3 
4,001 = 5,000 3 
5001 107,000 2 
LOVO0 A. =F 75107 O00 3 
50), 001) =. 100,000 ee 
32 


NOMNWWWO OW 
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* The largest system is Thunder Bay Telecommunications 
with 92,582 total telephones and the smallest is 
Capital Telephone Company Limited with 227 total 


telephones. 
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APPENDIX iv) 


Net growth of the Telephone Industry in Ontario 


since 1971. 


Dec. 31 No. of Systems No. of Telephones % Change 
Lo7 4 40 194,942 Cee) 
NS es 40 205,470 5.40 
1973 40 2167007 SLs 
1974 40 22,510 5298 
1975 40 240,700 6.94 
1976 Sg 258,161 56:50 
1977 36 2625 309 1.63 
1978 35 274,916 4.78 


1979 52 284,288 hee ks) 
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I beg leave to present the 1980 Annual Report 
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Toronto, Ontario 


Dear Mr. Snow: 


We have the honour to present herewith the 
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Commission for the year ending December 31, 
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INVRODUCTION 


The telecommunication industry is in a state of rapid and 
profound change. The factors contributing to change appear 
Lonbeetwo[fold Firet, onsthe supply side, technological 
developments in electronics due to the miniaturization 

of components and the expanding capacity of transmission 
systems has rapidly advanced the blending process which has 
been taking place between the telecommunication and data 
processing industries during the past decade. Second, on 
the demand side, the users of telecommunication services 
are developing a taste for more choice as well as a need 
for more erfective communications in order to efficiently 
administer their internal affairs as well as to monitor 
their marketplace and quickly respond to the changes in 


consumer demand. 


The Commission notes a continuous improvement in the level 
of service being provided to meet the demand for more 
sophisticated and reliable telecommunications service in 


all parts of the Province. 


An example is the increasing number of telephone systems 
equipped for automatic number identification (ANI). During 
1980,6 systems introduced ANI and as a result a total of 

14 systems serving approximately 56 percent of the 


independent telephone systems' subscribers provide ANI. 


The Ontario government, in response to an expanding 
telecommunications environment released a document dated 
April, 1980, entitled "A Policy and Legislative Review 

of the Independent Telephone Industry in Ontario - Phase I - 
The Issues." The paper presents a review of the independent 
industry and raises a number of critical issues which must 

be addressed during the 1980's by the Peaeery: the regulator 


and the legislature. 


Both the public and the industry's response to the document 
will assist the government in revamping existing tele- 


communications legislation. 


Tale COMMISSION 


The Ontario Telephone Service Commission regulates 


thirty-one independent telephone systems in Ontario 


under the authority of The Telephone Act (R.S.O. 1970, 


SST) « 


Section 96 of the Act was amended during 1980, and as 


a result the Commission has the authority to set the 


terms and conditions of a traffic agreement between two 


systems in cases where the connecting systems are unable 


to reach agreement, or an agreement is filed for approval 


and the Commission elects to amend the proposed agreement. 


Chairman of the Commission 


Vice Chairman 
Member 
Member 
Member 


Member 


Mrs. WovBielski70.¢C. 
hairs (a ile OU SU EN 

Mre ke Ae Le 

Mrs. M. Es Parry 

Mr. D. A. Austin 


Mr. G. Klosler 


The Commission is assisted by seven staff members. The 
following chart represents the organizational structure 


of the Commission state. 


Commission 


Manager of Operations 


Secretary Research Financial Support 
Registrar Officer Analyst Stati 62) 


In 1980, the Commission attended 20 meeting days and heard 
I10 applications. ~ftealso held hearings in Cambray, 


Kapuskasing, Larder Lake, New Liskeard, Timmins and Toronto. 


ThesCommlsedonsrecei ved a total of 43 written complaints 
during 1980, and these were distributed by Company as 


follows: 


TELEPHONE SERVICE COMPLAINTS FROM 
Oh) = ees 0 


System 1980 1979 lpei gee! 1? Le 
Amtelecom Inc. 7 3 4 4 
Brooke M.T.S. = me 4 il 
Bruce M.T.S. 3 = 5 3 
Cambray (Sold to Amtelecom, May 1/79) —- = 8 2 
Durham Telephones = 1 TS) 6 
Heya el. to: ‘lg 1 = i 
Huron & hin losses. 2 al 2 a 
Manitoulin Island 5 3) - - 
North Frontenac oe = i 4 
Nore Norwileh Dis as. J i 5 - 
Northern Telephone Ltd. 20 13 dk 8 
People's Telephone Co. Za a 2 - 
Roxborough Telephone Co. = = oe 2 
SOUEMEBEUCe Rural Tel. GO. a Ley) = = 
Taylor Telephone Co. (Amalgamated = il 4 10 
to Amtelecom, August 30, 1979 
Tuckersmith M.T.S. 1 i = u 
Westport Telephone Co. = = 2 = 
Wightman Telephone Ltd. 2 = 1 ms 


TOTAL 43 43 64 43 


The following is a summary of the number of Commission 


orders issued as per the purpose and the section under 


the Act. 
SECTION 
im0) Previous order revoked or amended 
as Settlement of disputes 
gine Approval of By-Laws of Municipal Telephone 
Systems 
Wes Prescribing date of Annual Meeting 
of subscribers 
88 Approval of Company By-Laws and 
Special Resolutions 
o1 Approval to interconnect customer- 
owned equipment 
94 Request for telephone service 
96 Approval of agreements for interchange 
of service between systems 
OZ Approval of agreement that may have 
effect of increasing cost of telephone 
service 
0s Amalgamation or sale of system 
105 Approval or denial of changes in local 
telephone rates 
109 Approval to issue evidence of 
indebtedness 
165 Prescribing filing date of Annual 


returns. 


NO. OF 
ORDERS 


aS 


ey 


fe 


| 


ae EXTERNAL LIAISON 
nie) Canadian Independent Telephone Association 
ee Pe repnone Association 


This year Mr. W. J. Withers of the Commission staff 
attended the Canadian Independent Telephone Association 
Annual Meeting held in Toronto on September 22, 23, and 


Poet wales Hoh Oe 


a1) Ontario Telephone Association 


The Ontario Telephone Association represents most of 

the thirty-one independent telephone systems in Ontario. 
Both the Commission and the Ontario Telephone Association 
meet quarterly to discuss issues and topics of mutual 
concern. During 1980, the Commission and the Ontario 


Telephone Association reviewed the following items. 


1) Uniform System of Accounts 

2) Equal Life Group Depreciation 

3) Interconnection 

4) Rate Applications 

>) Quality of Service 

6) Usage Sensitive Pricing 

7) Toll Settlement 

8) Miscellaneous Equipment Applications 
9) Height of Wire Regulation 
10) Municipal Telephone Subscriber lists 
11) Data Processing Services 


12) Retroactivity of Agreements 


Representatives from the Commission attended the 
Ontario Telephone Association's Fifteenth Annual meeting 


held in Peterborough on April 9, 1980. 


slg ag Canadian Association of Members of Public 
Utility Tribunals (CAMPUT) 
The Commission is an active member of CAMPUT and serves 


on the CAMPUT Committee on Technical Matters. 


Commission members attended the CAMPUT annual meeting held 


in Vancouver from May 26-28, 1980. 


Ly) National Association of Regulatory Utility 


Commissioners (NARUC) 


The Commission is an associate member of NARUC. The 
Commission was represented at the NARUC 92nd annual 


meeting held in Houston, Texas from November 10-13, 1980. 


aie SUMMARY OF COMMISSION DECISIONS ON GENERAL 
RATE APPLICATIONS 


ay) AMTELECOM INC. 
The rate application filed with the Commission in October 
1979 sought approval of an average rate increase of 


approximately 20%, which would have generated an additional 


$195,300 in annual local revenues. Based on a 1980 
test year the Applicant's calculations indicated a 
total additional revenue requirement of approximately 


$546,800. 


Mneerim Order No. 3932, issued Bebruaryr2? pe l930 approved 
$179,000 in rate increases for three of the eight Amtelecom 
exchanges. The Applicant was also ordered to make 
recommendations concerning the appropriate rate base, cost 

of capital inclusion of the subsidiary acquisition adjustment 


in the rate base,and allocation of common expenses. 


The Commission held public hearings in January and September 
1980 providing opportunities for the public to address the 
Commission directly regarding the rate application. These 
hearings along with a detailed financial analysis of the 
application led the Commission to issue Order No. 4017 

dated December 17, 1980. In that Order, the Commission 
concluded that a net asset rate base was preferable to an 
invested capital rate base due to Amtelecom's regulated 

and unregulated subsidiaries. Furthermore, the Commission 
determined that for the purpose of calculating a revenue 
requirement, a cost of capital which reflected the 
consolidated operation was more meaningful than an estimated 


cost of capital for the telephone operations exclusively. 


The Commission also concluded that since Amtelecom could 
not justify the acquisition adjustment that it should not 
be included in the rate base. The Order granted an 

average rate increase of approximately 12% in the Cambray 


exchange. 


ani) DURHAM TELEPHONES LIMITED 


The application as filed in July 1980, requested an 
average rate increase of approximately 30% to generate 

an additional $39,341 in annual revenues. Notices of the 
proposed rate increase were mailed to the Durham subscribers 
and placed in newspapers having circulation in the 
Applicant's serving territory. On November 19, 19807) the 
Commission held a combined public and financial hearing. 
However, no written or oral interventions were made to the 
Commission. After an examination of the application, the 
Commission employed a 1980 test year, adjusted for known 
changes and issued Order No. 4014 dated December 17 LOS0 
approving an additional revenue requirement of $36,942. 
Order No. 4022 was subsequently issued approving average 


rate increases of approximately 28%. 


The Commission also commended the Applicant for the 


improvement in telephone service since 1978. 


etd) MORNINGTON MUNICIPAL TELEPHONE SYSTEM 
ee ee eo 


The application for an increase in telephone rates of 
approximately 9% or total additional annual revenues of 
$13,000 was filed with the Commission in July 719S0% 

After a financial hearing and full review of the application, 
the Commission concluded in Order No. 4015 dated December iy 
1980, that "the Applicant's present rate levels are more 
than sufficient to fulfill its revenue requirement pursuant 
to section 61 of the Act and has therefore denied any 


increase to the Applicant's current rates." 


The Commission approved the rural upgrade program and 
commended the Applicant for the diligent effort made to 


improve telephone service. 


iv) NORTH RENFREW TELEPHONE COMPANY LIMITED 


The Applicant filed in May 1979 requesting additional 
annual local service revenues of $18,642 based on a 1978 
test year. Following a preliminary review of the 
application, the Commission was of the opinion that a 
financial emergency existed and issued Interim Order 


No. 3886 in September 1979 which granted interim rate 


relief of $18,642). “Atterea full) analysts vot sthe rate 
application and after making certain adjustments to the 
1979 test year, an additional revenue requirement of 
approximately $1,900 was calculated in Order No. 4013, 


dated November 28, 1980. 


Order No. 4013 concluded with the Commission expressing 
serious concern over the capital structure and the 


financial well-being of the Applicant. 


v) NORTHERN TELEPHONE LIMITED 


Northern Telephone Limited filed an application for 
approval of a change in rates for local telephone service 
in January 1980. The application requested approval of 
revisions to rates for services, equipment and facilities 
which would have generated an additional Sl 7464,000 “in 
revenues in 1981. It was estimated that the additional 
revenues requested, if approved, would have resulted in an 
average increase of approximately 18 percent in basic 
service rates. Notices of the proposed rates were mailed 
to each subscriber within the serving territory and, the 


Commission subsequently received seventy written submissions 


and three petitions. Field hearings were held in 
Kapuskasing, Timmins and Larder Lake over a four-day 
period in May and a financial hearing was held in 


Toronto, OnewMay 215. 22. and 23, 19:80. 


The analysis of the application and information received 
during the financial hearing led the Commission to 

issue Order No. 3949 on June 27, 1980. Based on a 1981 
test year and certain financial and forecasting adjustments, 
the Commission calculated an additional revenue requirement 


of $763,000. 


In order to test the reliability of the Applicant's estimates 
of a fully forecasted future test year, the Commission 
required annual filings of actual and proposed construction 
expenditures, estimate of revenue requirements, actual 
financial results and information regarding units in 


service. 


On duly 4 and July 11, 1980, the Commission issued 
Order Nos. 3950 and 3951 respectively, approving rates 


for telephone service. 


vi) PEOPLE'S TELEPHONE COMPANY OF FOREST, LIMITED 
ea daha a i ctl clauses all AM I asec 


The Commission received an application for a change in 
rates for local telephone service in April 1980. The 
application requested an annualized increase of $30,000 
on an interim basis and a final additional increase of 
$88,400. It was estimated that the additional revenues 
requested would require a 37 percent increase in local 
service rates. Although the Applicant gave notice of the 
application and the proposed rates by mail to each of its 
Subscribers, the Commission received only six written 


interventions. 


In June 1980 the Commission issued Interim Order No. 3948 
denying the interim increase. After examining the evidence 
the Commission concluded that there was no impending 
financial crisis which would warrant an immediate increase 
in local telephone service rates. A financial hearing was 
held in Toronto on October 9 and 10, 1980 at which time the 
Commission received a petition from nineteen business 
customers and a second petition with 464 signatures. The 


Commission also heard two oral submissions. 


Although the application was filed on a 1980 future test 


year, the Commission, after a detailed review of past rate 


- 15 - 


applications and the forecasts submitted by the Applicant, 
concluded that a 1979 historic test year was most 


appropriate to determine any additional revenue requirement. 


In Order No. 4016 dated December 5, 1980, the Commission 
calculated an additional revenue requirement of $85,320. 
In that Order the Commission also expressed concern over 
the Applicant's construction program and quality of 
service and directed the Applicant to investigate these 
matters. A final Order was issued on December 22, 1980 
approving a rate structure generating an additional 


$85,320 in revenues per annum. 


Sc) ROXBOROUGH TELEPHONE COMPANY LIMITED 


In May 1980, the Roxborough Telephone Company Limited 

filed an application for approval of increases in local 
telephone rates of approximately 19% on average in order to 
generate an additional $6,700 in annual revenues. The 
Commission after having made an adjustment to the Applicant's 
average capital rate base calculated the additional revenue 
requirement. The results of this preliminary calculation 


indicated that the Applicant's estimate of 1980 income 


unadjusted by the Commission was in excess of the 
Applicant's revenue requirement. Therefore, on 
December 11, 1980, the Commission issued Order No. 4021 


denying increases in rates for local telephone service. 


ce OTHER COMMISSION ACTIVITIES 
1) Uniform System of Accounts 


In its 1979 annual report, the Commission indicated that 

a final draft of the uniform system of accounts would be 
made available to both the Accounting Committee of the 
Ontario Telephone Association and the industry for comment. 
On September 5, 1980, the final draft was submitted to 

all interested parties for comment. The Commission plans 
to have a Uniform System of Accounts introduced by the 


beginning of 1982. 


As) Equal Life Group - Depreciation Rates 


In the past, the Commission has received applications 
regarding changes in depreciation rates based on the 
introduction of the equal life group method. In light of 
these applications, the Commission undertook to develop a 


standard of basic data requirements which would be filed 


Pn tcon ] Uuncevonewitin such an application This year 

the Commission completed "A Draft Discussion Paper on 
Filing Requirements for Changes in Depreciation Rates 
Based On The Use Of The Equal Life Group Method" a copy 
of which was sent to the Ontario Telephone Association 


for comment. 


ii) Sale of Community Telephone Company of 
Ontario Lamiteda to Bell Canada 


On April 18, 1980, the Commission approved the sale of 
assets of the Community Telephone Company of Ontario 
Limited to Bell Canada. The main issue before the 
Commission was whether Bell Canada could provide Community 
Telephone Company of Ontario Limited's subscribers with 
efficient and adequate service. Based on testimony and 
evidence filed by both the Community Telephone Company of 
Ontario Limited and Bell Canada, the Commission determined 
that the sale was in the best interests of the public and 
approved the application. As a result of this sale, there 
are now thirty-one independent telephone systems under 


Provincial aucnority in Ontario. 


4. REGULATORY ISSUES 


ty) Terminal Attachment 


As of December 31, 1980, the Commission had one active 
application for approval of attachment of customer-owned 
equipment to the independent Ontario telephone network. 
The Commission is aware of the interest by both the public 
and the independent telephone industry on the issue of 
customer-owned terminal attachment and will solicit the 


views of those parties during the hearing of the application. 


ia) Alternate Appendix B - Negotiations 


As a result of toll negotiations conducted between Bell 
Canada and the C.1I.T.A. Toll Compensation Committee, a 
revised traffic settlement was agreed upon. The agreement 
provided for an increase in "A" Commissions which is the 
table used in calculating monthly payments based on 
Originating toll charges. There were also revisions to 
W.A.T.S. (Wide Area Telephone Service) commissions as well 
as revisions to foreign exchange settlements and service 
station settlements. The Traffic Agreements, as filed by 
the individual independent telephone systems, were approved 


by the Commission. 


Laa) Municipal Telephone Subscribers 


A "subscriber" in respect of a municipal telephone system 

is a landowner who has signed a petition to the council 

of a municipality for the establishment or extension of 

a telephone system to the landowner's property. By Signing 
such a petition the landowner guarantees that any debentures 
assumed by the municipality for provision of service will 

be paid. This condition 1s binding on the landowner 
regardless of whether the property changes hands or not. 

A subscriber may only be released upon the authorization 

of the Commission or upon the sale of the system. In either 
case the subscriber is responsible for his share of the 


outstanding debenture debt. 


Since most petitions for telephone service originated years 
ago, many of the original subscribers have either sold 

their property or are deceased. The Commission is 
endeavouring to ensure that an accurate record of subscribers 
is being maintained and in that regard, requires all 
municipal systems to make an annual filing concerning any 


changes in the number of subscribers. 


iv) Height of Communication Wires Regulations 


Upon the recommendation of the Commission, a regulation 
regarding clearances for communication lines of 
telephone systems was passed on November 21, 1980. This 
regulation amended the previous line height regulation 


passed in 1962. 


APPENDICES 


APPENDIX i) 


Amendments to section 96 of The Telephone Act (R.S.O. 
C2457) 


which received Royal Assent on May lst, 1980. 


(2) Where it is in the public interest 
for two or more telephone systems to enter 
into an agreement under subsection 1 and 
the parties to the proposed agreement are 
unable to agree on the terms that are to 
be included in the agreement, any telephone 
system having an interest in the proposed 
agreement may apply to the Commission, and 
the Commission after such inquiry as it 
considers necessary, may direct specified 
terms to be included in the agreement. 


(3) On an application for: approval of an 
agreement entered into under subsection 1, 
the Commission, after such inquiry as it 
considers necessary, may make any amendment 
to the agreement that it considers to be 
in the public interest. 


APPENDIX ii) 


Type of Entity of the Independent Telephone Systems 


Operating in Ontario ine 19s0. 


Systems Telephones 


No. Z No. 


Systems operated as public 
utilities by municipal 
corporations 5 helo eS) O16 44.0 


LOO; 


Municipal Systems er ce ee 367452 NG) Re) 


Incorporated companies tS) Ara: LO soos 42.1 


TOTAL 


Sal 10020 261,446 100.0 


—) 23 = 


APPENDIXS1:1-7') 


Size Distribution of the Independent Telephone Systems 


Operating in Ontarilo in 1980. 


No. of Telephones No. of Systems % 
0 -= 500 i 363 

501 = 1,000 2 6.4 
1,001 - 2,000 dike} 42.0 
27 OL = 37000 4 1320 
3,001 - 4,000 5) ee 
4,001 - 5,000 , 6.4 
DOO lE=" —h0, 000 2 6.4 
0700 1 = 507,000 2 6.4 
507,001 =— 100,000 2 6.4 


WwW 
= 
bh 
io) 
(=) 
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APPENDIX iv) 


Net growth of the Telephone Industry in Ontario 


since 1971. 


Deer L No. of Systems No. of Telephones % 
LoL 40 194,942 
Tog 2 40 205,470 
Lo73 40 2167007 
1974 40 22 OLO 
AS Ws) 40 240,700 
L976 39 258, UG 
LOFT 36 262,303 
1973 35 274,916 
MESES) 32 284,288 


1980 31 261,446 (S0:3) 
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1. THE COMMISSION 


The Ontario Telephone Service Commission regulates thirty-one 


telephone systems in Ontario. The Commission consists of six members 


as appointed by the Lieutenant Governor in Council. 


Chairman of the Board Mrs. V. W. Bielski, Q.C. 
Vice-Chairman Mr. F. Wall 

Member Mr. E. A. Frith 

Member Mrs. M. E.. Parry 

Member Mr. D. A. Austin 

Member Mr. G. Klosler 


The Commission is assisted by a staff of seven. The following 


chart outlines the present organizational structure of the 


COMMISSION 
MANAGER OF OPERATIONS 


RESEARCH 
OFFICER 


Commission. 


SECRETARY 
REGISTRAR 


RATES 
ANALYST 


FINANCIAL 
ANALYST 


SUPPORT 
STAFF (2) 
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The Commission's governing statute is The Telephone Act (R.S.O. 1980, 


c.496) and in 1981 the Commission issued 76 Orders. The 


following is 


a summary of the number of Orders issued in respect to the purpose and 


the section under the Act. 


NO. OF ORDERS 


order revoked 


Settlement of disputes 


of By-Laws of Municipal Telephone Systems 
to hold Annual Meeting 

of company By-Laws and Special Resolutions 
complaint 

to interconnect customer-owned equipment 


of agreements for interchange 


of service between systems 


SECTION 
10 Previous 
21 
71 ~=Approval 
73. Approval 
88 Approval 
89 Customer 
91 Approval 
96 Approval 
105 Approval 
rates 
109 Approval 
115 


of changes in local telephone service 


to issue indebtedness 


Prescribing filing date of Annual returns 


TBS: 


ee) 


1 


In 1981 the Commission attended 22 Meetings and held 50 Public 


Hearings. 


Cambray, Taylor, Keene and Westport. 


The Commission also held field hearings in Beachburg, 


ates 


The Commission issued three Orders in 1981 as a result of general 
rate applications. The following chart shows the disposition of the 


orders which are included as appendices to this report. 


GENERAL RATE APPLICATIONS 
JANUARY 1981- DECEMBER 1981 


a 


SYSTEM HEARINGS INTERVENORS OUTCOME 
< Seg es ee eee 
AMTELECOM INC. Cambray Thirty-two 92% of requests 
Lions Head approved 
Toronto 
NORTH RENFREW Beachburg Five 100% of requests 
TELEPHONE COMPANY approved 
LIMITED 
ROXBOROUGH Toronto None 65% of requests 
TELEPHONE COMPANY approved 
LIMITED 


a 


The Commission elso gave consideration to applications for authori- 
zation of the issue of indebtedness. Under section 109 of The 
Telephone Act a telephone system cannot issue stock, bonds, or notes, 
or other evidence of indebtedness such as long term loans covering a 
period over twelve months, until Commission authorization is granted. 
The Commission by it's order authorizes the issue and the amount 
thereof and states the purpose to which the issue or proceeds are to 
be applied. The amounts of the issue of evidence of indebtedness are 


indicated below. 


INDEBTEDNESS APPROVED 
JANUARY 1981 - DECEMBER 1981 


DURHAM TELEPHONES LIMITED $300,000.00 


WIGHTMAN TELEPHONE LIMITED $224,000.00 
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The Commission is also responsible to ensure that the public receives 
efficient and adequate telephone service. Any customer who is not 
satisfied with the service provided by a telephone system may lodge a 
complaint with the Commission with respect to a problem. In 1981 the 
Commission handled fifty-two complaints and inquiries. While most of 
the complaints were received as letters there were also oral 
complaints and inquiries. It should be noted that most were resolved 
by the Commission prior to the Commission's determination to hold a 
formal hearing to adjudicate the issue. The following tables indicate 


the type and totals of complaints and inquiries per system. 
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2. MAJOR ACTIVITIES 


(i) UNIFORM SYSTEM OF ACCOUNTS 


The telephone systems in the Province of Ontario and under the juris— 
diction of the Commission use widely differing accounting policies and 
practices. The Commission believes uniformity and comparability of 
these policies and practices should exist. To this end the Commission 


decided to look at the establishment of a Uniform System of Accounts. 


In June 1977, a feasibility study carried out on behalf of the 
Commission recommended the development of a Uniform System of Account 
(USOA) based on the USOA of the Federal Communications Commission 
(FCC) in the United States. In March 1979, the Commission published a 
study paper to identify for discussion purposes some major issues 


related to the development of a USOA. 


The Commission has held on-going discussions with the Ontario 
Telephone Association (OTA) which represents the industry in the 
province. The result of these discussions was the issuance by the 
Commission in August 1980 of the 'First Draft of the Uniform System of 
Accounts'. After additional meetings and correspondence with the OTA 
as to the context and related implementation procedures, the 'Second 
Draft of the Uniform System of Accounts' was made available to the 


industry in November 1981. 


The Commission expects to have the USOA introduced in final form in 
1982, and has contingency plans for assisting the industry during the 
early stages of implementation. The Commission staff will be 
available as required to work with any of the telephone systems to 


ensure that the USOA is properly set up and functioning. 
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Uniform accounting will assist the Commission in its efforts to 
establish rates that are just and equitable. The Annual Reports filed 
in conjunction with the Uniform System of Accounts, would expedite the 


rate application process. 


Gis) EQUAL LIFE GROUP DEPRECIATION 


Depreciation is usually the largest single operating expense of the 
telephone systems, and as such, it has the most impact on the amount 
of revenue required from the customers. For this reason, it is very 
important that the computation of depreciation expense be made ona 
sound basis and that the result be a fair and consistent treatment of 


depreciation within the jurisdiction. 


With the regulated telephone companies using a wide variety of 
changing depreciation rates and calculation methods, the Commission 
had to make the choice between continuing to accept the calculations 
of the companies or developing its own framework for depreciation 
policies. This dilemma was brought about primarily as a result of 
Northern Telephone Limited's adoption of Equal Life Group (ELG) in 
1973 as their method to calculate depreciation expense. Subsequently, 
the Commission in Order No. 3347 of July 1975, directed Northern 
Telephone to provide further information on their decision to adopt 
ELG. The company was to comment on the accuracy of the various 
methods involved and the degree of difficulty to be faced by the 
Commission in monitoring the data produced. The information that was 
supplied was not sufficient and so by Order No. 3382 of March 8, 1976, 
Northern Telephone Limited was ordered to revert to using a 5% 
composite depreciation rate on total plant and that in future any 
change would only occur following either a depreciation study and 
approval of the new methodology advanced or authorization of a 


particular methodology and/or particular depreciation rates. 
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Consolidating the information and the prior orders, the Commission 
presented to the industry in 1977, it's decision in the form of a 
study paper entitled “Study of Depreciation Practices and Methods”. 
The purpose of the study paper was to provide the technical basis for 
policy consideration by describing the various depreciation methods in 
use and how they evolved, with their respective benefits and 
disadvantages; a review of the regulatory status in both the United 
States and Canada, and a review more specifically of the Canadian 
situation with particular attention to the Ontario scene. One of the 
depreciation methods described was the Equal Life Group Procedure 
(ELG), a procedure that has arisen again to the forefront because of 
the impact that advanced technology was having on the service life of 
the capital assets of the systems, and in turn the resultant 


depreciation rates. 


During the same year, 1977, Northern Telephone Limited filed for 


approval of depreciation rates as calculated under the ELG method. 


The 1977 application, which was accompanied by a depreciation study 
provided the Commission with difficulties. These problems, as stated 
in Order No. 3756 of September, 1978, resulted in the denial of the 


depreciation rates requested. 


"The Commission has found that the evidence was not 
sufficient to support the change in depreciation 
rates as applied for. It did not deal with the 
requirement for the exact recovery of capital nor 
did it demonstrate that verification is not an 
unreasonable difficult task." 


However, Northern Telephone Limited was allowed the use of a 5.3% 
composite depreciation rate, thus recognizing the need for increased 


rates. 
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Also the Order stated: 


“The Commission shares the view of the many 
authorities who consider the ELG procedure superior 
to other methods because it is more accurate in 
matching the capital cost with plant consumption." 


and: 


“The Commission also holds the view that before it 
can authorize the use of ELG, it must be satisfied 
that the results of using this method are 
acceptable." 


The Commission cognizant of the rapidly changing technology affecting 
the telecommunications industry endeavoured to develop a program to 
try to address the failings of the provision of information for the 
ELG procedure as highlighted by Order No. 3756. Engaging a consul- 
tant, the Commission proceeded to draft a standard package for ELG 


filing. 


In 1980 the Commission completed its studies and issued a paper 
entitled "A Draft Discussion Paper on Filing Requirements for Changes 
in Depreciation Rates Based on the Use of the Equal Life Group 
Method", which was circulated to the industry and the Ontario 
Telephone Association for comment. Subsequently responses were 
received and meetings held between the staff of the Commission, the 
Accounting Committee of the OTA, and staff of particular companies 


directly concerned with the outcome. 


Using the outcome of these meetings, Northern Telephone Limited again 
filed an application in November of 1981 for approval of depreciation 
rates as calculated under the ELG procedure. The application was 
filed with an explicit Depreciation Study and provided information in 
the format as prescribed by the established filing requirements. The 
application is presently being processed and a decision is expected 


early in 1982: 
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(Lid) QUALITY OF SERVICE 


It is of significant importance today for both the telephone industry 
and it's regulator that the quality of service to customers be 
maintained at a high, and to the extent possible, uniform standard. 
Technological advances, improved economic conditions and increased 
costs have raised the customer's level of expectation for good 
telephone service. This has become abundantly clear at recent rate 


application hearings. 


The Commission is in the process of considering relevant measurements 
to assure that high standards are set and achieved in areas of 
greatest importance to consumers. Only on this basis can the 
Commission determine whether rates requested for services rendered are 


just and reasonable. 


The Commission, in February 1981, circulated a quality of service 
study to the industry and to the Ontario Telephone Association for 
comment. It is the Commission's intention to implement, with the aid 
of the industry, a Quality of Service Measurement Standard which will 
serve as a guideline to the Ontario telephone systems in their 


enterprise as telecommunications carriers. 
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3. REGULATORY ISSUES 


(i) TERMINAL ATTACHMENT 


In 1970, Order No. 2612 was issued by the Commission which specified 
certain requirements and general conditions for the interconnection of 
customer-provided telephone equipment to any of the telephone systems 
in Ontario. The conditions set out in Order No. 2612 were very general 
in nature to reflect the wide range of operating conditions experienced 


by the sixty-six telephone systems then operating in Ontario. 


The Commission is aware that many technological and regulatory changes 
have occurred in regard to interconnection over the eleven year period 
since Order No. 2612 was issued. The Commission has been made acutely 
aware of these significant changes due, in part, to a greater number of 
applications pursuant to section 91 of The Telephone Act. The 
Commission has some concern with regard to such issues as network 
integrity and the physical means of interconnection. However, these 
issues were not resolved by Order No. 2612. The Commission, on 
November 12, 1981, issued Order No. 4090 which revoked Order No. 2612. 
The Commission, on November 13, 1981, issued two public notices. The 
first notice dealt with the revocation of Order 2612. The second notice 
was with respect to topics to be discussed at a general issues hearing 


on terminal attachment. 


In the public notice concerning the general issues hearing, the 
Commission requested both the industry and the public to comment on the 
issue of terminal attachment. All interested parties had until 
December 30, 1981, to suggest issues which would be relevant to the 
subject of terminal attachment. The Commission believes that a 
complete re-examination of all current issues regarding terminal 
interconnection will be beneficial for both the customers served by the 
telephone systems and the telephone systems themselves. In this 
regard, it is the Commission's intention to hold a public hearing in 
the spring of 1982 on customer provided terminal attachment, and to 


encourage the participation of all interested parties in such a hearing. 


= ie = 
(ii) | TRAFFIC AGREEMENT NEGOTIATIONS 


In August of 1981 the Ontario Telephone Association, in conjuction 
with the Canadian Independent Telephone Association, informed the 
Commission that they had reached an agreement in principle with Bell 


Canada's proposed toll settlement revisions. 


The "A commission" tables were replaced with two new formulas for 
calculating commission payment per message. The overall effect 
amounted to a 5% increase in commission payments. A new Traffic 
Agreement format was devised with contracts to run for a period of two 
years. The terminal commission for Group 1 services was increased by 


aproximately 302%. 


The Commission reviewed the new traffic agreement format and found it, 
in principle, to be acceptable. However, the Ontario Telephone 
Association was informed that each application for approval of the 
agreement would have to be received by the Commission and studied 


before further consideration could be given. 


The Commission expects the new traffic agreements between Bell Canada 


and the telephone systems to be filed early in 1982. 


ES 
(iii) MUNICIPAL TELEPHONE SUBSCRIBERS 


A “subscriber” in respect of a municipal telephone system is a land- 
owner who has signed a petition to the council of a municipality for 
the establishment or extension of a telephone system to the land- 
owner's property. By signing such a petition the landowner guarantees 
that any debentures assumed by the municipality will be paid. This 
condition is binding on the land owner regardless of whether the 
property changes hands or not. A subscriber may only be released upon 
authorization of the Commission or upon sale of the system. In either 
case the subscriber is responsible for his share of the outstanding 


debenture debt. 


It is the responsibility of the commissioners of the telephone system, 
under section 84(1) of The Telephone Act, to ensure that proper 
records are kept of the name of every subscriber and the location of 
his subscribed property. In order to ensure that an accurate record 
is kept the municipal telephone systems are required to file all 
changes to the subscriber listing with the Commission. The Commission 
has been pleased with the co-operation it has received from the 


municipal telephone systems. 


- 16 - 


4. APPENDICES 


APPENDIX (i) 


ORDERS OF JUDGEMENTS OF THE COMMISSION 


4067 IN THE MATTER of an application by Amtelecom Inc. for 
approval of a change in rates for telephone service. 


4074 IN THE MATTER of a rehearing of an application by the 
Roxborough Telephone Company Limited for approval of a 
change in rates for local service. 


4077 IN THE MATTER of an application by the North Renfrew 
Telephone Company Limited for approval of a change in 
rates for telephone service. 


4080 IN THE MATTER of an application by the Zenith Radio 
Corporation for approval of connection of the 
customer-provided Zenith Radio Space Phone to the 
telephone networks of the telephone systems in Ontario. 
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Lo ® ORDER 


ibe dl 


UPON THE APPLICATION of Amtelecom Inc., hereinafter 
referred to as the Applicant, upon reading the application 
and other material filed and upon evidence presented 


during the hearing, 


Nef 


THE COMMISSION ORDERS under and in pursuance of sections 
6(1) and 105 of The Telephone Act (R.S.O. 1980, c.496) 
that the Applicant establish rates in accordance with this 
Order to become effective on or after the first day of 
September, 1981. 


2210 BACKGROUND 


The Applicant filed an application for approval of changes 
in local telephone rates and non-recurring service charges 
on March 10, 1981 for the exchanges of Aylmer, Cambray, 
Dyer's Bay, Lion's Head, Port Burwell, Stokes Bay, 
Straffordville and Tobermory. The Applicant proposed an 
interim rate increase effective May 1, 1981 which would have 
generated an additional $103,632 annually and a final rate 
increase effective September 1, 1981 which would have 
generated additional annual revenues of $176,088 inclusive 
of the interim increase. It was estimated that the total 
additional revenue requested would require an average increase 


in telephone rates of approximately 13.6%. 
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2i0 BACKGROUND (Contd...) 


On March 13, 1981, the Applicant mailed a Notice of Application 
to each customer which set out the present and proposed 

rates. Written interventions were to be filed with the 
Commission on or before April 13, 1981. The Commission 
received 52 written submissions and a petition from Taravista 
Estates in the Cambray exchange. The Commission, on 

April 29, 1981, issued Order No. 4054 approving an interim 
increase in non-recurring service charges for the Aylmer, 
Cambray, Dyer's Bay, Lion's Head, Port Burwell, Stokes Bay, 
Straffordville and Tobermory exchanges. By Order No. 4054 
the Commission also approved an interim increase in local 
monthly service charges for the Aylmer, Port Burwell and 
Straffordville exchanges effective May 1, 1981. The interim 


increases results in additional annual revenues of $90,864. 


Notice of the public hearing in Lion's Head and Cambray was 
placed in newspapers serving these areas and the hearing was 
subsequently held in the Lion's Head Arena on June 16, 1981 
and in the Cambray Community Centre on June 24, 1981. Notice 
of a financial hearing was placed in the Aylmer Express, 
Lindsay This Week, St. Thomas Times Journal, Sun Times, 
Tillsonburg News, Wiarton Echo and Thursday Post on June 10, 
and June 17, 1981. The financial hearing was held in the 


Commission's offices in Toronto on July 23, 1981. 


S} 510) TEST YEAR 


The use of a test year for a revenue requirement calculation 
permits the Applicant and the Commission to focus on a set of 
financial data for a particular operating period adjusted 

to annualize known changes which have occurred or may occur 


within the operating period. The changes in revenues,expenses,etc 
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Ba) ALIS NOGA ((Croyolietsl, 4 3) 


occurring within the year will only have a partial year's 
effect in the test year. However, since a full year effect 
will be realized in future periods an annualizing adjustment 
must be made. This permits a more accurate calculation of 


rates which will be sufficient for future periods. 


When the application was filed in March, the Applicant proposed 
the use of the 1981 fiscal year, which covers a period from 
september, 1980 to August 31, 1981, as the test year. The 
Applicant made use of five months actual data?, which was 
available at that time and provided estimates for the 

remaining seven months.” In June 1981, the Commission requested 
the Applicant to revise the estimates based on nine months 
actuals? and three months estimates’. It is this revised 
financial data that the Commission has chosen to employ in 


order to calculate the Applicant's additional revenue requirement. 


September 1, 1980 to January 31, 1981. 
2 ip@loneibyeneyy ik, ALSekik Ace) 7auxenbicne Sill, ILCNSe 
: September 1, 1980 to May 31, 1981. 


: Vunecw yy LIsie co August sia, 79's ike 
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4.0 REVENUES 


AVG ak Local Service Revenue 


As outlined in Section 2.0 of this Order, the Commission 
approved an interim rate increase in local service rates 
for the Aylmer, Port. Burwell and Straffordville exchanges. 
The interim rates as approved will generate additional 
annual revenues of $71,604. The Commission approved the 
interim rate structure effective May 1, 1981, and therefore 
the Applicant will realize additional revenues only for 

the remaining four months of the 1981 test year which ends 
August 31, 1981. In reply to interrogatory OTSCO5JUN81-602 
the Applicant stated that the part year effect of the rate 
increase would result in an additional $42,000 during the 


fiscal year. 


As discussed in Section 3.0 of this Order, employing a test 
year requires the Commission to calculate the twelve month 
effect of rate increases for the purpose of determining 

an additional revenue requirement. Therefore, the Commission 
has adjusted local service revenues by $29,604 in order to 


reflect annualized effect of the $71,604 interim rate increase. 


Al? Long Distance Service Revenues 


For the test year ending August 31, 1981, the Applicant 
estimated long distance service revenues of 61, 503;042.° 
There are a number of factors affecting this estimate. The 
areas which require a Commission adjustment are examined 


in more detail below. 


: Reply to Interrogatory OTSCO5JUN81-601. 
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4.2.1 Revisions to Alternate Appendix B 
of the Traffic Agreement 


The Alternate Appendix B to the Traffic Agreement provides 
for the division of gross toll revenue between the Applicant 
and Bell Canada. At the time of the financial hearing on 
July 23, 1981, a revised Alternate Appendix B had not been 
negotiated, the previous agreement having expired June 21, 
1981. However, the Applicant had made certain assumptions 
regarding the revised Alternate Appendix B and accordingly 
included an amount of $15,000 as the additional revenue 
which was expected from June 21, 1981 to August 31, 1981s 
During the hearing, the Applicant was directed to file an 
estimate of the annualized impact of the expected change 

in the Alternate Appendix B based on a 1981 test year. 
Subsequently, the Applicant submitted an estimate of additional 
annual toll revenues and the Commission used this and other 


evidence to determine the magnitude of the adjustment. 


During the financial hearing it was indicated to the Commission 
that revisions to the Alternate Appendix B would provide an 
additional 5 percent in total toll revenues, The Commission 
has employed the 5 percent increase to the Applicant's 

actual nine months total toll revenue as reported in reply to 
interrogatory OTSCO5JUN81-601. The remaining three months 

have been estimated by the Applicant and included an amount of 
$15,000 for the increase in the Alternate Appendix B from 

UUNCM Zyl S le tOmAuGuct sols, iiogie: The Commission has taken 
these actuals and forecasts into account and estimates that the 
additional annual revenues which can be expected from a 5 percent 


increase in the Alternate Appendix B is approximately $72,017. 


Since the Applicant has already included $15,000 as the partial 
year effect of the Alternate Appendix B, as noted above, the 
Commission adjusts 1981 toll service revenue by $57,017 to 
reflect the annualized impact of the expected changes in the 


Alternate Appendix B. 


2 Reply to Interrogatory OTSCO5JUN81-602. 
Transcript of Financial Hearing, July 23,1981 pp 8,10 and 13. 
g Reply to Interrogatory OTSCO5JUN81-602. 


ONTARIO TELEPHONE SERVICE COMMISSION 
Order No. 4067 


Aea2iee Toll Rate Increase 


At the date of the issuance of this Order, the Canadian 
Radio-television and Telecommunications Commission had 

not issued a decision regarding Bell Canada's application 
for toll rate increases between toll centres in Ontario 

and Quebec. Since the Applicant's test year ends 

August 31, 1981, the Commission will not make any adjustment 
to toll service revenue for the purpose of determining 

an additional revenue requirement. 


4.2.3 Supplement to the Traffic Agreement 


Order No. 4017 was issued December 17, 1980 in response to a 
general rate application filed by the Applicant in October 
1979. In that Order the Commission reviewed the Applicant's 
financial performance and noted that the additional revenue 
requirement was far in excess of the additional revenues 
sought by the Applicant. The Commission concluded its 
comments with the observation that "given the current 
financial position of the Company, it is imperative that the 
matter of the additional revenue requirement be addressed by 


the Applicant." | 


The Commission is pleased to note that shortly thereafter 
the Applicant took action to address the serious shortfall 


as determined in Order No. 4017. 


In reply to interrogatory OTSC28APR81-803 the Applicant 
outlined a series of meetings that had been held with Bell 
Canada for the purpose of revising the Traffic Agreement. 
The Applicant indicated that it was their hope that certain 
supplements to the Traffic Agreement could be negotiated, 
which would provide Amtelecom with a supplementary payment 


over and above the normal retention of gross toll revenue. 


10 
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(ROS) Supplement to the Traffic 
Agreement (Contd s..) 


At the financial hearing on July 23, 1981, Mr. Barnard, 
appearing on behalf of the Applicant, stated that a proposal 
had been received but that there had not been sufficient 
time to examine it in detail. The Applicant was requested 
by the Commission to file a copy of the response to the 
proposed supplement to the Traffic Agreement once a decision 
had been made. On July 27, 1981, the Commission received a 
copy of the Applicant's letter accepting the proposed 
supplement in principle. The proposed supplement 

reflects the Applicant's revenue shortfall for a six month 
period.” After an analysis of the Applicant's operations 
Bell Canada employed the comparative requirements test (CRT) 


method to determine the amount of the supplement. 


The Commission has not received an application from the 
Applicant for approval of the proposal and has not had the 
opportunity to examine the proposal in detail nor is the 
Commission aware whether or not the Applicant has formally 
accepted the proposal. However, during the financial hearing 
of July 23, 1981, Mr. Barnard, witness for the Applicant, 
stated that, 


..-from the review we have had of it, we 
are in agreement with the basic approach 
used and the major steps taken and in 
this particular case the final result 
achieved in terms of the supplement that 
they propose to us over the period 
March '81 to August '81 


Since the Applicant has indicated basic agreement with the 
proposal the Commission has included the proposed supplement 
of $74,686 in toll revenue for the purpose of determining 


an additional revenue requirement. 


S March 1, 1981 to August 31, 1981. 


Transcript of Financial Hearing, Wiuiy 237 Looe 
0 WVSW 


ONTARIO TELEPHONE SERVICE COMMISSION 
OrderNo. 4067 


43 Non-Recurring Service Charges 


Interim Order No. 4054 issued April 29, 1981, approved 

an increase in non-recurring service charges in the 
Applicant's operating territory. These revised non- 
recurring service charges became effective May 1, 1981 

and the Applicant has estimated non-recurring service 
charge revenues of $64,880. However, the estimate only 
includes an amount of $5,000 which represents a partial 
year's effect of the increase in non-recurring service 
charges. 1} Therefore, the Commission has adjusted non- 
recurring service charges by $14,260 to reflect additional 
annual revenues from non-recurring service charges of 
$19,260 as approved in Interim Order No. 4054 as outlined 


in Section 2.0. 


at Reply to Interrogatory OTSCO5JUN81-602. 


Table I provides a summary of the adjustments discussed 


ONTARIO TELEPHONE SERVICE COMMISSION 


Order No. 


4067 


4 Summary of Adjustments to Revenue 


in sections 4.1 to 4.3 and in section 5.1 


TAB eee 


Statement of Revenue and Summary of Adjustments 
1981 Test Year 


Local Service 


Long Distance Service 
Coin Telephone 

Other Operating 
Non-Recurring Service 


Less:Uncollectibles 


Total Operating Revenue 


12 
I3} 
14 


LS 


Section 4a.) 


Reply to 
Interrogatory 
OTSCO5JUN81-601 


Sp AUS Od 
PplUs O42 
26,000 
70,868 


64,880 


(2a71610'3)) 


92) DL pee! 


SECEMONSE4 te sie ander 205). 


Section 4.3). 


Section 5.1. 


Commission 


Adjustment 


$29,604 


Sd 7/0)! 


14 
14,260 


AS) 


(229) 


$174,338 


Revised 
Revenue 


Sle Ssh, S97/ al 
1,635,045 
26,000 
70,868 


79,140 


(22,832) 
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5.0 EXPENSES 


As discussed in Section 3.0 of this Order, the Commission 
has used the Applicant's nine months actuals and three 
months estimates for the purpose of determining a revenue 
requirement. The Commission has examined expenses for 

the 1981 test year and has required the Applicant to 
provide additional information regarding some items. As a 
result of this analysis and for the purpose of determining 
an additional revenue requirement, expenses are found 
acceptable with the exception of uncollectible revenue and 


gross receipts taxes. 


Bio Jk Uncollectible Revenue 


Section 4.4 of this Order summarizes a number of adjustments 
to operating revenues. Based on these adjustments, the 
Commission has increased uncollectible revenue expense by 


$1,229 which is approximately seven-tenths of one percent 


of the total operating revenue adjustments. This is consistent 


with the Applicant's total uncollectible revenue estimated 
for the 1981 test year. 1® The adjustment has been included 
in Table I, Section 4.4. 


rae Gross Receipts Taxes 


The adjustments to revenue, as summarized in Section 4.4 
also requires a compensating adjustment to gross receipts 
taxes. Therefore, the Commission has made an allowance of 
$8,717 which is approximately 5 percent of the total revenue 
adjustments. 


2 Reply to Interrogatory OTSCO5JUN81-601. 
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6.0 RATE BASE 


In Order No. 4017 issued December 17, 1980, the Commission 
reviewed a number of alternatives for calculating the 
Applicant's rate base and decided that a net asset rate 
base would be most appropriate. The Commission has 
reviewed the alternatives again in the context of the 
present application and has decided that a net asset rate 
base is still the most appropriate. However, the 
Commission notes that the comment which was made in 

Order No. 4017 is still applicable, "As circumstances 
change the Commission will review the choice of a rate 
base in future rate applications to ensure that the most 


appropriate one is used." 


During the financial hearing of July 23, 1981, the 
Applicant was requested to file a revised calculation of 
the net asset rate base reflecting nine months actuals and 
three months estimates. The Commission has accepted this 
calculation as a more current and accurate calculation of 
the rate base than the estimate originally provided in 
Exhibit 3 page 41, Schedule 1. It should also be noted 
that the Commission has elected to employ a year end rate 
base rather than an average rate base. In this application 
the use of a year end rate base will result in a more 
meaningful comparison of approved rates with the additional 


revenue requirement as determined by the Commission. 


eh em 
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Greet! Calculation of Rate Base 


Table II provides the calculation of the Applicant's net 
asset rate base for the 1981 test year. 


TABLE II 
17 
Calculation of Net Asset Rate Base 

1. Total Telephone Property STOR 4427602 
2. Less: Accumulated Depreciation 2,744,552 
3. Net Telephone Property S$ 7,698,060 
4. Materials and Supplies 80,000 
5. Working Capital 49,504 
6. Sub-total Seo pO Oe 
7. Less: Deferred Taxes 145,000 — 


8. Total Capital $ 7,682,564 


Exhibit 9, Schedule l. 
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Ge Working Capital 


On Order No. 4017 issued December 17, 1980, the Commission 
observed that, 


"The Applicant has calculated the working 
capital allowance by means of the financial 
statement method, that is, accounting 
working capital. The Commission is concerned 
that this method may not be an accurate 
estimate of the working capital required 


by the Applicant." 


In the application filed March 10, 1981, the Applicant 
proposed an amount for working capital calculated by the 
Modified Federal Power Commission (FPC) method. This is a 
more detailed method of calculating the investment required 

to bridge the lapse of time when expenditures are made to 
provide service and the time collections are received for 

that service. Working capital of $49,504 has been calculated 
by the Applicant using the financial data supplied in response 
to interrogatory OTSCO5JUN81-601. 


The method proposed by the Applicant to calculate working 
Capital is probably more accurate than the accounting method 
for purposes of rate making. Accounting working capital can 
be manipulated and only reflects working capital at a specific 
point in time. The modified Federal Power Commission method 
provides a better indication of the amount of working capital 
that is actually required by the company and to that extent 
is more equitable to the Applicant and subscribers alike. 
Furthermore, working capital of $49,504 is a relatively 

small component of the total rate base and therefore does not 
have as substantial an impact on the total additional revenue 
requirement than might otherwise be assumed. For these 
reasons the Commission has elected to employ the working 


capital as calculated by the Applicant. 
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Yok RATE OF RETURN 
Bol Capital Structure 


The capital structure weights to be applied to each source 
of financing are an important element in determining the 
allowed rate of return. Since it is not possible to 
determine the structure weights of the capital used 
exclusively for the telephone operations, the Commission 
will employ the capital structure weights for Amtelecom 
consolidated. There are two reasons for this approach, 
firstly, there is no direct relationship between the source 
of funds and the application of those funds, and secondly, 
the capital structure is generally assumed to influence the 


overall cost of capital. 


The Commission has made one adjustment to the Applicant's 


capital structure as outlined in Section 7.1.1. 


Tey ilies Acquisition Adjustment 


The acquisition adjustment is equal to the amount which the 
price of purchased assets exceeds the book value of those 
assets. On September 2, 1977, the Taylor Telephone Company 
Limited and the Manitoulin Island Telephone Company Limited 
were acquired by the Applicant. The purchase price of the two 
telephone systems was $143,903 in excess of the book value. 
Similarly, on May 1, 1979, the Applicant acquired the assets 
of the Cambray Telephone Company Limited at a price of $4,420 
in excess of their book value. These acquisition adjustments 


have been identified as goodwill by the Applicant. 
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Pe akeal Acquisition Adjustment (Contd...) 


Commission Order No. 4017 issued December 17, 1980 
excluded the acquisition adjustment from the rate base 

for the purpose of determining an additional revenue 
requirement. The acquisition adjustment has also been 
excluded from the calculation of the Applicant's net 

aeset rate base in section 6.1, page 12 of this Order. 
However, in reply to interrogatory OTSC18MAR81-506 the 
Applicant has identified an amount of $122,709 as the 
unamortized portion of goodwill in the account titled 
nOcber Assets. , on page 14 of Exhibit 2. Although “Other 
Assets" is not included in the net asset rate base 
calculation of $122,709, it does have an impact on the 
capital structure. Accordingly, this amount is deducted 
from shareholder equity in order to determine the appropriate 
Capital structure weights for the purpose of determining 


an additional revenue requirement. 


Pollo# Future Capital Structure 


Exhibit 4 dated April 16, 1981, submitted by the Applicant, 
explained the necessity of the existing capital structure 
and the anticipated capital structure in the foreseeable 
future. The Applicant projected that the present percentage 
of debt to total capital of 83.9% would reduce slightly to 
83.4% in 1982 and to 70.7% in 1985. During the financial 
hearing on July 23, 1981, there were questions raised as to 
whether the projections were still reasonable in light of 
changing interest rates. The Applicant agreed to undertake 
a revised filing of the projected debt to total capital 
ratio at year end 1982 and year end 1985. The revisions 
indicated that the Applicant now expects a debt to total 
Gapital ratio of 82.4% in 1982 and 76.4% in 1985. The 
Applicant also projected that this ratio would fall to 71.43% 
by year end 1986. 


= ae 
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DotiaZ ButunesCapucalyotrnuctunem (Contd...) 


The Commission is pleased to see that the Applicant has 
undertaken projections of capital structure and encourages 
the Applicant to continue to monitor and project the 

progress of this critical issue. The current high portion 

of debt subjects the Applicant to a degree of risk which, 

in the Commission's opinion, is detrimental to the 

Applicant and its subscribers alike. However, the Commission 
notes that the Applicant is projecting a debt component 

which will continue to decrease in relation to the capital 
structure. This will result in an improvement of the overall 
financial position. The Commission will continue to observe 


the Applicant's progress in this regard. 


od boss Capital Structure Weights 


Table III calculates the dollar amounts of debt and equity 
and the capital structure weights allocated to the telephone 
operations. This is obtained by applying the Amtelecom 
Incorporated consolidated capital structure weight for each 
source of funds to the telephone operations rate base. This 
method ensures that the sum of the sources of financing for 


the telephone operations equals the measured rate base. 


TABLE III 


Capital Structure Amtelecom Consolidated and 
Amtel2com Unconsolidated (Telephone Operations) 
1981 Test Year 


Capital 
Amtelecom 18 Structure Amtelecom 
Consolidated Weight Unconsolidated 
ee Ot adap e bite 8,100,538 84.8% S6,5 11,1916 ! 
Common Equity A Seon Dea 1,171, 368 |, 


3. Total Capital Hee Nw apes) 100.0% $7,682,564 


18 Exhibit 9. 


19 Section 6.1 
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Vek Cost of Debt Capital 


In section 7.1.2, the Commission has commented on the 
consequences of the Applicant's high proportion of debt 
capital in the total capital structure. Of the total 
Amtelecom Incorporated consolidated long term debt 91 
percent is at a floating rate of interest and therefore 

the calculation of the cost of debt capital is directly 
influenced by the prime interest rate assumed. Within 

the twelve month period that the Commission has chosen 

to employ as the test year, the prime interest lending 

rate has increased from 12.25 percent to 22.75 percent 

at the time of this Order. In section 3.0 of this Order, 
the Commission noted that in principle the test year 
concepts permits an Applicant and regulator to focus on 

a set of financial data for a particular operating period 
adjusted to annualize known changes which have occurred 
within the operating period. However, due to the changes 

in interest rates witnessed during Amtelecom's test year, 

it is difficult to make an adjustment which will reflect 
interest rates for the test year while at the same time 

be reasonable for setting local service rates for future 
periods. The Applicant proposed a cost of debt capital of 
16.8% based on a prime interest rate of 17%. Although this 
may have been appropriate in March when the application was 
filed, the Commission cannot accept that a prime rate of 173% 
is reasonable for attempting to calculate an additional 
revenue requirement. The Commission has decided to employ the 
average prime interest rate over the last ten months of the 
Applicant's test year in order to determine the cost of debt 
capital. A ten month average will provide a rate which is 
more reflective of interest rates in recent months and more 
indicative of the possible level of interest rates over the 
next twelve months than the 17% proposed by the Applicant. 
Therefore, the Commission will employ a cost of debt capital 
of 18.19 percent based on the average of interest rates over 


the last 10 months of the Applicant's test year. 
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Tool Long-Term Debt 


During the processing of this rate application, the Commission 
noted that the Applicant's long term debt included an 
additional $2,000,000 which was to be issued during the 

1981 fiscal year. However, the Commission has not approved 

an issuance of indebtedness for the Applicant during 1981. 

At the financial hearing of July 23, 1981, Mr. Barnard, 
witness for the Applicant admitted that it was the Company's 
original intention to have $2,000,000 in short term debt 
converted to long term debt by August 31, 1981. The difference 
in interest rates between short term debt and long term debt 
prompted the Applicant to revise their plan and Mr. Barnard 
indicated that he did not expect that the debt would be 
converted by the fiscal year end. Since the short term debt 
is at an interest rate equal to the prime interest rate and 
the long term debt would have been at a rate 1% percentage 
points above the prime interest rate, not converting the debt 
will result in a cost of debt lower than if the debt had been 
converted. Therefore, the Commission has made this necessary 


adjustment in order to determine the cost of debt. 


Woe Cost of Equity 


The Commission is of the view that a range of return on 
equity of 14 to 16 percent is reasonable and therefore has 
accepted the Applicant's proposed cost of equity of 15 percent 


for the purpose of determining a revenue requirement. 


a1) Om nat 
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7.4 Allowed Range of Return on Total Capital 


The allowed rate of return for revenue requirement purposes 
is set equal to the Applicant's telephone operations 
overall cost of capital. This is determined using the 
Applicant's capital structure weights as at August 3l, Loe Ty, 
the embedded cost of debt and the allowed range of return 


on equity. 


im Table iv ,) thescalculation of the overall) cost of capital 
is presented. The revenue requirement is based on an allowed 
Trace -OL return range from 17.56 to 17.86 percent for this 
application, with the midpoint of 17.71 percent employed for 


the purpose of calculating the Applicant's revenue requirement. 


TABLE IV 
Calculation of the Overall Cost of Capital 
1981 Test Year 
Capital 
Structure Cost Weighted 
Weights Rate Cost 
Dll 
1. Total Debt 84.83 18.19% 15.433 
2D 
2. Common Equity W5 2es 14-16 XS eeLi8) 
Se Lotead: 100.0% 7 DOslin SOs 
— Sectaonm .S 
ox Section 7.2 
BP 


Section 7.3 


- 20 - 
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8.0 REVENUE REQUIREMENT 


The revenue requirement for the purpose of this application 
is based on a 1981 test year ending August 31, 1981. The 
subject of test year and the Commission's findings with 
respect to this matter are presented in section 3.0 of 

this Order. 


Table V presents the Applicant's 1981 income statement, the 


Commission's adjustments and the revised income statement. 


Table VI is the Commission's calculation of the Applicant's 


additional revenue requirement. 


ele 


TABLE V 


ONTARIO TELEPHONE SERVICE COMMISSION 


Order No. 


1981 Test Year 


Income Statement 


1. Local Service 
2. Long Distance Service 


3. Miscellaneous Service 


4. TOTAL OPERATING REVENUES $2,917,254 


5. Depreciation 

6. Maintenance 

Ho Wieeieiraye 

8. General Office 

9. Other 

10. TOTAL OPERATING EXPENSES 
11. NET OPERATING REVENUES 
12. Income Taxes 
13. TOTAL INCOME 
14. Interest Charges 


15. NET INCOME 


16. Rate of Return on 
Common Equity 


17. Rate of Return on 
TOtaleCapreal 


18. Common Equity 


19. Total Capital 


ae Section 4.4 


an Section 5.2 


25 Section 7.1.3 


Reply to 
Interrogatory 
OTSCO5JUN81-601 


SL p2i a, 167 


1,503,342 


140,145 


$ 484,624 
465,258 
37,9120 


5) 7/10) A619 


150), 753 


Se 4S eS 


ol, 172,076 


14,411 


Sl pallad pos 


1,143,254 


S. 14,411 


= 
° 

iS) 
oe 


Ss 


S127 eee ° 


7682, 564-— 


4067 


Commission 


Adjustments 
29,6047° 
131,7032°2 


13,0317" 


8,7177" 


83% --tsidhil 


Revised 
Income 
Statement 


ol, SU ay Be 


1,635,045 


WSS IAG 


927,091,592 


$ 484,624 
465,258 
137926 


De OF Guay 


159,470 


Sh eee cede) 


81,337,697 


DT peG2 


$1,240,475 


1,143,254 


$ MH BOL 


ee) 
° 

WwW 
fee) 


16.12% 
Sy LiL 7368 


7,682,564 


BGs 
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TABLE VI 
Additional Revenue Requirement 
26 
at Rate Base $7,682,564 
27 
Die Allowed Rate of Return Wie wal 
Bo Total Income Required before 
Interest Charges (Line 1 x Line 2) $1,360,582 
4, Total Income Before 28 
Interest Charges 1,240,475 
53 Additional Revenue Requirement 
before Taxes (Line 3 - Line 4) ZO LOW, 
Gre Allowance for Additional Income 
Taxes AW PA0) 5 U9) 7 
va Total Additional Revenue Requirement $ 240,214 
26 
Section 6.1 
2), 
Section 7.4 
28 


Sectaion) 820), lablenv lane ior 
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8.0 REVENUE REQUIREMENT (Contd...) 


Based on the findings as discussed in this Order and based 

on the calculation of the additional revenue requirement 

in Table VI, the Commission concludes that, based on a 1981 
test year, the Applicant has an additional revenue requirement 
Ofs5240',214; 


In section 2.0 of this Order, it was noted that the Applicant 
had applied for an additional $176,088 in annual revenues, 
derived from an interim increase of $103,632 and a final 
increase of $72,456. Order No. 4054 issued April 29, 1981 
approved interim increases in local rates and non-recurring 
service charges which will generate additional annual revenues 


of approximately $90,864. 


In section 1.0 of this Order, the Commission approved the 
final rate structure as proposed by the Applicant. It is 
estimated that the revised rate structure will generate 
additional annual revenues of $85,224 out of the $240,214 
additional revenue requirement as calculated in Table VI 
above. The Commission notes that even with this rate increase 


there will still be a shortfall in revenues of approximately 


$154,990. 
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BoG QUALITY OF SERVICE 


The Commission is pleased to note that there were substantially 
fewer submissions made in response to this general rate 
application than have been received in the past. This is one 
indication to the Commission that more subscribers are 
satisfied with the quality of service provided by the Applicant. 
However, the hearings held in Lion's Head on June 16, 1981, 
Cambray on June 24, 1981 and in Toronto on July 23, 1981 
indicated to the Commission that there were still some 


subscriber concerns which need to be addressed by the Applicant. 


Ore: Field) Hearing 1m Lion's Head 


The comments and criticisms received from the subscribers of 

the Dyer's Bay, Lion's Head, Stokes Bay and Tobermory 

exchanges clearly indicated a desire for extended area service (EAS) 
between the four exchanges. The lack of extended area service 
results in very high monthly telephone bills for some customers. 
Mr. Barnard, witness for the Applicant, responded to the 


concerns by stating, in part, 


-..-it is desirable that EAS exists in this area, 
but our problem is again just one of dollars 

and cents, and if we lose the total revenue that 
we are now generating...then it just further 
increases our losses, and financially we are in 
the position where we just can't absorb those 
losses unless we get some revenues to offset them. 


The Commission recognizes that there are substantial costs 
associated with providing EAS between exchanges. However, 

in light of the number of complaints during the hearing, 

the Applicant's recognition of the need for EAS and the 
additional revenue to be earned by the Applicant as a result 
of the rate increases and the toll revenue supplement, the 
Commission expects the Applicant to review the feasibility of 
providing extended area service between the Dyer's Bay, Lion's 
Head, Stokes Bay and Tobermory exchanges. 

29 Transcript of the proceedings of a public meeting held | 


at the Arena, Lion's Head, Ontario on Tuesday, June 16, 
WSL do Wc 
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So dl Hiveldsicaningminmus Onwscmieade (Contd. .) 


As a result of the public meeting in Lion's Head on 

June 16, 1981 and after reviewing the written submissions 
from subscribers in the Tobermory and Lion's Head 
territories, the Commission is pleased to note the reduction 
in the number of complaints regarding the quality of 

Service in general. This is mainly due to the Applicant's 
construction program in the serving territory and the 
Commission hopes to see a continuing improvement in the 
quality of service, and will be monitoring Amtelecom to 


ensure such improvements are taking place. 


Vot Field Hearing in Cambray 


Many of the oral submissions made at the public meeting 

on June 24, 1981 in Cambray were in regard to the limited 
extended area service (EAS). Although the Cambray exchange 
has EAS with the Oakwood exchange, the community of interest 
for many of the Cambray residents is Lindsay. As a result 
many subscribers incur high monthly toll bills for their 
required calling to Lindsay. During the hearing in Cambray 
however Mr. Barnard provided the following explanation and 


commitment to the subscribers: 


...we did state quite some time ago and in 
letters that we have written to you people 

that we are prepared to provide Extended Area 
Service with Lindsay, but that cannot be 
provided before May of 1983, simply because it 
requires the cooperations of our company with 
Bell Canada; and Bell Canada will not be making 
any additions or changes to their toll facilities 
in Lindsay, until May of 1983 and at that time 
they are prepared to interconnect with us for 
WAS, oO) aie Susy @elis plan.39 


30 Transcript of the field hearing at the Cambray 
Community Centre, Cambray, Ontario on 
Wednesday, June 24, 1981, p.55. 
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One Field Hearing in Cambray (Contd...) 


The Commission has taken special note of this commitment 
and the date by which EAS will be provided. 


During the field hearing in Cambray, the Commission also 
heard from a number of individuals representing, Taravista 
Estates which is provided telephone service by the Applicant. 
Mr. Barber and Mrs. Vogan of Taravista Estates also 
participated in the financial hearing held in Toronto on 
wioulkky 2sy, ieee 


Residents of the Taravista Estates were particularly 

concerned with the lack of EAS and the exclusion of Taravista 

as a locality rate area. These two concerns were recurring 

from Amtelecom's last rate application of October 1979 and 

the previous Cambray field hearing held September 25, 1980. 

At that time, the Applicant had proposed to designate Taravista 
Estates as a locality rate area and proposed rates which 

would have been lower than rates in other areas of the Cambray 
exchange. During the hearing held in regard to this Application, 
the question of a locality rate area was raised by the 

Taravista subscribers. The Commission has heard the subscribers' 
presentation but has not been convinced that there is any new 
evidence to vary its decision made in Order No. 4017 issued 
December 17, 1980. In that Order, the Commission found that 

one flat rate for each grade of service offered throughout 

the Cambray exchange was most appropriate. The rationale 

for denying base rate area rates for the Town of Cambray and 
locality rate area rates for Taravista Estates is repeated 


below: 
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Ore2 Field Hearing in Cambray (Contd...) 


The central office which serves the 
exchange is not located in the Town of 
Cambray but in the physical centre of the 
exchange, an area which is sparsely 
populated. Therefore, there is little, if 
any, economic justification for offering 
the subscribers in the Town of Cambray a 
telephone rate which is lower than that 
offered to their neighbours in the rural 
area. Furthermore, the exchange is relatively 
small both in terms of the territory served 
and the number of subscribers served. The 
same reasoning applies with respect to the 
Applicant's proposal to establish Taravista 
Estates as a locality rate area 31 (emphasis 
added) 


10.0 COMMENT 


In section 8.0 of this Order, the Commission calculated an 
additional revenue requirement of $240,214. The revised 

rate structure approved in this Order will not generate 

the additional revenues required. However, the Commission is 
aware that a decision is pending from the Canadian Radio- 
television and Telecommunications Commission regarding a 
proposed increase in toll rates. Should these rates be 
approved in part or in full, the Applicant may realize 
substantially more revenues in the 1982 fiscal year than had 


been forecast. 


31 order No. 4017 issued December LG, MIO, WoSbe 
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10.0 COMMENT (Contd...) 


The Applicant has also reached an agreement with Bell Canada 
which will provide the Applicant with revenues over and 

above that which would normally have been retained. The 
Commission understands that this supplement is to be 
renegotiated or recalculated annually. The Commission is 
pleased that this initiative has been successful and 
recognizes the benefit which may accrue to Amtelecom Incorporated 
and its subscribers in 1982 and in the future. Although 

it is expected that the supplement will aid the Applicant 

and will strengthen the financial position, the Commission has 
not had an opportunity to analyze or assess the impact of the 
agreement but hopes that it will be significant in addressing 
the shortfall identified in this Order. 


The Commission has some concern over the methods employed 

by the Applicant to project for the 1981 test year. There is 
concern particularly with the 1981 estimated revenues. The 
1981 test year was forecasted in Exhibit 2 of the application 
with 5 month actudls and 7 month estimates. However, when 

9 month actuals became available and submitted in reply to 
interrogatory OTSCO5JUN81-601, toll service revenues were 
re-estimated from $1,476,000 to $1,503,342. When this issue 
was pursued during the financial hearing of July 23, 1981, 

Mr. Berko, witness for the Applicant, admitted that toll revenue 
was not forecasted using the number of messages but by observing 
increases in toll revenue over a three or four month period. 
It is the Commission's opinion that this type of forecasting 
results in unreliable estimates and errors, as observed in the 
Applicant's 1981 toll revenue estimates. Since the financial 
data used in the 1981 test year were based on 9 month actuals 
and only 3 month estimates, the Commission feels reasonably 
confident employing 1981 as the test year. However, had the 
Commission been required to rely on estimates covering a 


5 month period or more in the test year, the Commission would 
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10.0 COMMENT (Contd...) 


have undoubtedly re-evaluated the appropriateness of such 
a test year. It is the Commission's hope that the Applicant 
will seriously review its forecasting techniques and revise 


them where appropriate for any future rate application. 


Finally, the Commission wishes to comment on the Applicant's 
sincere attempt to keep rates in its serving territory to 

an acceptable and comparable level. Although certain financial 
pressures, particularly interest charges provide an incentive 
for larger rate increases the Applicant appears to be making 

a conscientious effort to keep rates at a level comparable 

to rates in other areas of the Province while at the same time 


providing a grade of service acceptable to the subscribers. 


TAO RATES 
TS db Basic Monthly Exchange Rates 
A. Aylmer, Port Burwell, Straffordville. 
MONTHLY RATE 
BUSINESS RES IDENCE 
Individual Line IS 5) 7.80 
Two-party Line WSs tei 6.10 


PBX Trunk Line 25)5 5) - 
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Inara Basic Monthly Exchange Rates (Contd...) 
B. Dyer's Bay, Lion's Head, Stokes Bay, Tobermory. 


MONTHLY RATE 


BUSINESS RESIDENCE 
Individual Line a reO 7220 
Two-party Line LAGOS 6.20 
Four-party Line = 8.80 
Multi-party Line ih S(O) 550 
PBX Trunk Line 235100 = 


Where individual and two-party line service is provided 
outside a Base Rate Area, Locality Rate Area or a Flat Rate 


Zone extra exchange mileage will apply. 


ere Flat Rates 
A. Cambray 
MONTHLY RATE 
BUSINESS RESIDENCE 

Individual Line Ps DO 43.20 
Two-party Line Loa ey 20 
Four-party Line - SoS 
Multi-party Line 8.00 SG et!) 


The above rates are applicable throughout the Cambray 


exchange. 


- 31 - 
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ihe 2 Plat Rates (Contd...) 
Br Dyer's Bay, Lion's Head, Stokes Bay, Tobermory. 
MONTHLY RATE 
BUSINESS RESIDENCE 
Individual Line Dx OS, ISS} 5) 
Four-party Line = 8.80 
PBX Trunk Line 327.010 = 


The above rates are applicable in rural areas where service 


has been upgraded to individual and four-party service. 


Ge. Aylmer, Port Burwell, Straffordville. 


ZONE 1 ZONE 2 ZONE 3 


BUSINESS MONTHLY RATE: 


Individual Line 25439 26.00 26.60 
Two-party Line 21. 5:0 Doo MY 22.60 
PBX Trunk Line cyoere me) 39.00 39.80 


RESIDENCE MONTHLY RATE: 
Individual Line 14.45 14.90 L5k 310 
Two-party Line 10.85 ZO 5 HO 


The above rates are applicable in rural areas where service 


has been upgraded to individual and two-party service. 


dhl 
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Locality Rate Area 


Bayham, Eden, Orwell. 


MONTHLY RATE 


BUSINESS 
Individual Line 22D 
Two-party Line UW) 5 AG 
PBX Trunk Line 36.00 


Lyons, Mount Salem, New Sarum, 


RESIDENCE 


11.30 


8.85 


POGeEy Bruce. 


MONTHLY RATE 


BUSINESS 
Individual Line 23 10 
Two-party Line 19.60 
PBX Trunk Line 36.80 


Springfield, Vienna. 


RESIDENCE 


12.40 


9.40 


MONTHLY RATE 


BUSINESS 
Individual Line AX PRY 
Two-party Line U6 OO 


PBX Trunk Line 35.80 


RESIDENCE 


Wa 5 SS 


8p > 


11.4 
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Extension Telephones 


Aylmer, Port Burwell, Straffordville. 


MONTHLY RATE 


Business Ziee'5 


Residence 50 


Cambray 
MONTHLY RATE 


Business 25 


Residence e610 


Dyer's Bay, Lion's Head, Stokes Bay, Tobermory. 
MONTHLY RATE 


Business Boss 


Residence 1h 5 5y0) 


No increases in extension telephone rates have been 


approved in this Order. 


Ontario 
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ORDER NO. 


4074 


Friday, the 9th day of October, A.D. 1981. 


Bebe tO Rae 


We Baeliskis. 1O.G. 
Chairman, 


F, Wall, 
Vice-Chairman, 


lhe, Ne iiesiheloty 
Member, and 


Mila tis I elaebey/ 
Member. 


HEARD AT: 


TORONTO, SEPTEMBER 16, 


ee ee 


IN THE MATTER of sections 6(1), 
10, 12, and 105 of The Telephone 
KE (255950, MOO, erage) - 


and 


IN THE MATTER of a rehearing 
of an application by the 
Roxborough Telephone Company 
Limited for approval of a 
change in rates for local 
telephone service. 


1981. 


<2< 
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Tele: ORDER 
en 


UPON THE APPLICATION of the Roxborough Telephone Company 
Limited, hereinafter referred to as the Applicant, upon 

rehearing the application and new evidence filed, under 

and in pursuance of sections 10 and 105 of The Telephone 
Act (R.S.O. 1980, c.496) for approval of a change in 


rates for local telephone service, 


dz 

THE COMMISSION HEREBY revokes under and in pursuance of 
section 10 of The Telephone Act (R.S.O. 1980, c.496) 
Order No. 4021 dated December 11, 1980, 


NS 

THE COMMISSION HEREBY AUTHORIZES under and in pursuance 

of sections 6(1), 12, and 105 of The Telephone Act 

(R.S.O. 1980, c.496) the Applicant to increase local 
telephone service rates to generate additonal annual 
Bevenues OfL $4,741. as, calculated in section 5.2, Table ny 


ie Aelisis; Okaclene- 


1.4 
THE COMMISSION ORDERS that the Applicant prepare and submit 
to the Commission, for approval, a revised rate structure 
which will generate total additonal local service revenues 
of $4,741. annually, and the rates shall become effective 
on or after November 1, 1981. The calculation of the 
revised rates shall be based on the estimated average 
revenue producing units in service at the 1980 year end. 
The rates to be used for four-party service will remain the 
same as approved by Order No. 4021, namely: 

Four-party Residence...... pn aeh ioesS) 

Four-party Business......... $ 8.00 
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2o@ BACKGROUND 


The Applicant filed an application for approval of changes 
in local telephone service rates and non-recurring service 
charges on May 27, 1980. The application, as filed, 
requested an additional $6,716. in annual revenues, which 
equated to an 18.6% increase in local telephone service 


rates. 


The Applicant mailed a "Notice of Application for Increased 
Telephone Rates" on July 10, 1980, to each of its customers 
which set out the present and proposed rates. Written 
interventions were to be filed with the Commission on or 


before August 11, 1980, and no submissions were received. 


Notice of a public hearing as to the application to be 
held in Toronto on December 9, 1980, was placed in the 
newspapers having general circulation in the Applicant's 
serving territory and no written or oral interventions 
were made by customers during the actual hearing. Neither 
the Applicant nor its representative appeared before the 


Commission on the date of the hearing. 


The Commission, based on the evidence so filed by the 
Applicant on the date of the application, and the related 
responses obtained through interrogatories, issued Order 
No. 4021 on December 11, 1980. The Commission denied the 
application for the approval of a change in rates for local 


telephone service except for the rates for four-party service. 


The Applicant, on March 5, 1981, filed an application 
requesting a rehearing of the May 27, 1980 application 
under section 10 of The Telephone Act, indicating that 


new evidence was available. 


The Commission, on April 23, 1981, decided to rehear the rate 
application of May 27, 1980, based on the new evidence so 
filed. 
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Ba BACKGROUND (Cont'd) 


Notice of a public rehearing of the application to be 
held in Toronto on September 16, 1981, was placed in 
newspapers having general circulation in the Applicant's 
serving territory, and no written or oral interventions 


were made by customers during the hearing. 


The Commission reheard the application on September 16, 
1981. 


Jo REASONS 


With regard to the application as filed initially, the 
Commission in utilizing an invested capital rate base in 

its calculation of revenue requirement requested information 

on indicated bank loans through interrogatories OTSCO4JUL80-201 
and OTSC170CT80-201A. 


The Commission also enquired as to a loan made in 1978 by 
the Applicant to a shareholder in the amount of $68,000. and 
was provided with details regarding the loan in response to 
interrogatories OTSCO4JUL80-801 and OTSC170CT80-801A. 

These details indicated that the Applicant had incurred 

bank indebtedness in the amount of $68,000. which it, in 
turn, loaned to the shareholder. The Commission determined, 


as a result of the evidence so filed: 


",..that it is inappropriate to allow the Applicant 
to recover from its customers the costs associated 
with repayment of such a loan, or to allow the 
Applicant to earn a rate of return on capital 

which is not invested to provide telephone service 


to the customers of the system." 
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300 REASONS (Cont'd) 


For this reason, the average portion of the shareholder 
loan outstanding in 1980 was excluded from the average 
invested capital rate base and the following preliminary 
calculation made of the Applicant's revenue requirement 
indicated that the Applicant's estimated income for 1980 
was in excess of the revenue requirement. The Commission 


did not need to proceed further. 


Therefore, the application of May 27, 1980 for increased 
revenue requirement was denied, but the rates for four- 

party service were approved as per Order No. 4021 dated 

December 11, 1980. 


The Commission obtained new evidence as follows: 


(a) Thirty percent of the residence is being used 
by the company for the administration and business 
office and workshop. The loan made to the 
shareholder was for the purpose of purchasing 


the principal residence. 


(b) The salary of the President, a key employee 
performing in various capacities, and a major 
shareholder of the company, had been maintained 
at an average of $11,000 per annum. The estimated 
salary of someone else performing the same 


functions would be $30,000 per annum. 


(c) Part of the residence was used also as a storage 


area for repair materials and supplies. 


Based on this new evidence, the Commission calculated on 

an adjusted 1980 actual test year a revenue requirement 

of $4,741., or as a percentage, a 12.2% increase. In its 
application as filed initially, the Applicant employed an 
estimated 1980 test year and requested an increase of 

18.6% without adjustments. The net estimated income was 
understated by 26% in comparison to the 1980 actual reported 
results. This coupled with the adjustments due to the 


aie 
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So 8) REASONS (Cont'd) 


required subsequent filing in response to interrogatories 


resulted in the reduction of revenue requirement. 


4.0 RATE BASE 


The Commission utilized an invested capital rate base 

in its calculation of revenue requirement. This invested 
capital rate base is taken from the figures provided in 
the 1980 Audited Financial Statements. Excluded from 

the invested capital rate base was 70% of the total 
average of the shareholders' loan receivable. In 1979, 
from Exhibit 2 page 6 of the application, this receivable 
was $63,119. In 1980, from Audited Financial Statements, 
this amount was $49,285. After recognizing from the new 
evidence submitted that the personal residence for which 
the loan was used, 30% is business occupancy, and 70% 
personal occupancy. Seventy percent of the average of 
the 1979 and 1980 amounts for shareholders loan is 
$39,341. This amount was removed from the debt component 
of the rate base. The result of this adjustment is 


presented in Table I. 


Table I 
ROXBOROUGH TELEPHONE COMPANY LIMITED 
ADJUSTED INVESTED CAPITAL RATE BASE 
INVESTED CAPITAL COMMISSION REVISED 
ACTUAL AUDITED 1980 ADJUSTMENT TOTAL 
Total debt S 85,7 7ul ($39,341) $ 46,430 
Preferred 47,330 47,330 
Common Equity 26,921 26/9 2 


$160,022 ($39,341) $120,681 


ae 
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5.0 RATE OF RETURN 


The Applicant proposed the use of 20.0%for the cost of 
equity for purposes of the application. It is telt that 
the 20.0% is high in light of the cost factors previously 
granted by the Commission in other applications, normally 
in the range of 14.0% - 16.03. 


Taking into account the size of the operation, the 1980 
interest levels, a cost of equity of 16.0% was utilized. 
The resulting capital structure and costs are presented 
isa) “Use ICE 


TABLE IT 
ROXBOROUGH TELEPHONE COMPANY LIMITED 
CALCULATION OF COST OF CAPITAL 
CAPITAL STRUCTURE (COSwy WEIGHTED 
RATE ecOST 
$ % % % 
Debt 46,430 S85 ALY) 6455 
Preferred 
Equity 47,330 Big 10 Be 92 
Common Equity 26,921 2203 16 Shicn hf) 
$120,681 100.0% 14.043 
6.0 REVENUE REQUIREMENT 
(Aq db CALCULATION OF TOTAL INCOME WITHOUT RELIEF 


Based on the new evidence filed and detailed in Table III, 
the Commission adjusted the total income without relief 


figure. 
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RABE ew 
ROXBOROUGH TELEPHONE COMPANY LIMITED 
SN EE ED 
CALCULATION OF TOTAL INCOME WITHOUT RELIEF 
ee EE REL 


al INCAS SLNGO ieee SHNECWSs 4 ooedoonneoens S79 280 
De Actual 1980 interest charges.......... M5 y/f dl 
3% tetal ineome before interest.,...<...-8 22,851 
4. Additional rental cost that would be 

incurred if it were required to rent 

SPACH ee SeWwhere. 2 5.5 bi eels Bice M0 Reed 1(5)737/010)) 
3) Salary differential of Mr. Beach doing 

major work himself rather than hiring 

BAA LOMA. IMO VEOUAL 6. 6466655 0 0-45 05s 8 $(19,000) 
6. Dividends paid out. This factor is 


added reflecting decision to take 


dividends in list of Salaryoyecdsetes 3 S57) C1010 
is Adjusted total income without relief..$ 13,151 
Gre 2 REVENUE REQUIREMENT 


The additional revenue requirement is calculated as shown 


an Walbilie: TW ¢ 


TABLE IV 
ROXBOROUGH TELEPHONE COMPANY LIMITED 
CALCULATION OF REVENUE REQUIREMENT 
als Mito eu Gio itil se Meare ners shone rede eusunl or cioqes oetieus $120,681 
2s Rial GO MOTE tUnAtr atereleusisie el seponatere ieuelistionel ciel 14.04% 
Bo IROL MMOD. ooo 56ocodck Oooo aoe dan ADRS $ 16,944 
as TMOtaiaincome: Without Rel vet lynn. «2 6. Sela jelou: 
oe Additional Revenue Requirement........ Se Sonos 
6. ACS esLOVMAIL MEPL Goal co oo GoD geo OUO eae S 948 
ike Total Additional Revenue Requirement..$ 4,741 
8. Aviemage: Rate: Pncsease. cc. sis sees) ose eres L232% 
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La GENERAL COMMENT 


The Commission, when deliberating on an application 

for a rate increase, comes to a decision only after a 
conscientious and diligent review of such evidence as 
originally supplied by the Applicant or in response to 
subsequent interrogatories. This evidence, or lack thereof, 
forms a very important and critical part of the hearing 
process. In the decision process, it is Commission policy 
to weigh carefully the facts as presented, and not to be 


influenced by any extraneous intercession. 


With respect to this particular application, the Commission 
had no alternative but to deny the Roxborough Telephone Company 
Limitedtheir request for approval for a change in rates 

for local telephone service, in the initial instance, as 


a result of the evidence filed. 


Based upon the request of the Applicant for a rehearing 

and further, through the arduous efforts of the Commission 

by means of additional interrogatories, prolonged by the 
apparent lack of understanding on the part of the Applicant 
of the requirements of the Commission to make a determination, 


did the Commissivun grant a rehearing. 


After a careful review of the new evidence, adjustments 


were made and an increase in rates granted. 
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ES @ ORDER 
Amok 


UPON THE APPLICATION of the North Renfrew Telephone 
Company Limited, hereinafter referred to as the 
Applicant, upon reading the said application, other 
material filed and evidence presented at the hearing, 
under and in pursuance of section 105 of The Telephone 
Act (R.S.O. 1980, c.496) for approval of a change in 


rates for local telephone service. 


eee 

THE COMMISSION HEREBY AUTHORIZES, under and in pursuance 
of sections 6(1), 12 and 105 of The Telephone Act 
(R.S.O. 1980, c.496), the Applicant to increase local 
service rates to generate additional annual revenue of 
S23} ee! as calculated in SEectvon (6.0), Table Vilvo& ‘has 


Order. 


aS 

THE COMMISSION ORDERS that the Applicant file for approval, 
a revised rate structure which will generate total 
additional local service revenues of $23,564 annually, and 
to become effective on or after December 1, 1981. The 
calculation of the revised rates shall be based on the 
estimated average revenue producing units in service at the 


1980 year end. 


5 oll BACKGROUND 


The Applicant filed an application for approval of changes 
in local telephone rates and non-recurring service charges 
on April 7, 1981, requesting additional local service 


revenues of $24,522 based upon a 1980 test year. 
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Die 0 (Contdaen) 


The Applicant mailed a Notice of Application for Increased 
Telephone Rates on June 6, 1981 to each of its customers 
which set out the present and proposed rates. Written 
interventions were to be filed with the Commission on or 


before July 6, 1981 and no submissions were received. 


Notice of a public hearing regarding the application was 
placed in the Cobden Sun and The Pembroke Observer, 
newspapers having general circulation in the Applicant's 
serving territory, on August 26, 1981 and September 2, 1981 
and the hearing was subsequently held in the Lion's Community 


Hall, Beachburg, Ontario on September 10, 1981 at 7:30 p.m. 


Sow TEST YEAR 


The use of a test year for a revenue requirement calculation 
permits the Applicant and the Commission to focus on a set 
of financial data for a particular operating period 


adjusted for known changes. 


The Applicant, in its application, utilized an historic 

test year, 1980. The Commission, because the 1980 financial 
statements would reflect more accurately the financial 
requirements of the Applicant, has accepted the historic 


year, 1980, as the test year. 


4.0 REVENUES 
7\ A Local Service Revenues 


The Applicant's 1980 financial statements shows local service 
revenues of $100,725 which the Commission considers 


acceptable for use in this application. | 
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4.2 Toll Service Revenues 


The 1980 financial statements indicated toll service 
revenues of $99,282. The Applicant in its response to 
Commission interrogatory OTSC13MAY81-101 identifies 

an amount of $7,483 as relating to the 1979 fiscal year. 
This amount is excluded from the calculation of operating 
revenues for 1980 and results in 1980 toll revenues of 
$91,799, which the Commission has utilized iGe Tela 


application and is reflected in Table I. 


AWE 3 Miscellaneous Revenues 


The Applicant's 1980 financial statements show miscellaneous 
revenues of $7,753 which the Commission considers acceptable 


for use in this application. 


TABLE I 
North Renfrew Telephone Company Limited 
1980 Operating Revenues 

Exhibit No. Revised 
3 Adjustment Total 
Local Service Revenues SUOOR 25 SHOOT 25 
Toll Service Revenues 99,282 CS 7p 28is)) 91,799 
Miscellaneous Revenues Tip DE Un TSS 


$207,760 ($7,483) $200,277 


The resultant change in revenues will have a corresponding 
affect on income tax expense and other taxes and these 


adjustments are shown in Table II. 
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Dell EXPENSES 
oul Operating Expense 


The Commission has examined the operating expenses for 
the 1980 test year and has required the Applicant to 
provide additional information regarding some items. 

As a result of this analysis and for the purpose of 
determining an additional revenue requirement, operating 


expenses are found acceptable. 


Sree Depreciation Expense 


The Applicant, in accordance with Order No. 4013, 
calculated on the straight line basis and at a five percent 
(5%) composite rate its depreciation for 1980 (Exhibit 3 

of the Application). This amounted by its calculation to 
an adjustment to the financial statements of approximately 
Sp JU c 


The Commission, however, utilizing the schedules of asset 
additions and disposals since 1957, provided for in the 

last application, recalculated on the straight line basis 
the depreciation expense for 1980. The revised depreciation 
expense for 1980 so arrived at was $34,189, an adjustment 


of $2,903 to the 1980 financial statements. The increase 


of $803 to the Applicant's adjustment of $2,100 to depreciation 


expense is the result of maintaining continuity with respect 


to depreciation calculations made at the time of the last 


application. This adjustment of $2,903 is shown in Table II, 


together with the resulting adjustments to taxes. 


es) Interest Expense 


The Commission noted in its Order No. 4013 a number of 
promissory notes of the Applicant with low interest rates 
coming due in th period between 1981-1983. The Commission 


also expressed its concern over the Applicant's construction 
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bye 3} (Contrada) 


program and its ability to obtain the Capital and repay 
the long-term indebtedness. The Commission suggested 
that the Applicant review its construction and financing 
programs to ensure that sufficient revenues will be 


generated to cover costs. 


The interest rate paid on bank loans is one and three 
quarters (1.75) percent over bank prime and amounted to 
$31,899 in 1980 and the total interest charges for the 
test year amounted to $42,535, an increase of $11,769 
Oneie IS) 7S) 


As recommended by Order No. 4013, the Applicant has 
reviewed and revised its construction program. This is 
indicated in Exhibit 2, page 9, line 1 and by response to 
interrogatories OTSC13MAY81-302 and 303. 


The Applicant submitted during the hearing that it is also 
cognizant of its need to refinance and that it is presently 


undertaking the necessary action. 


9. Net Operating Income 49,144 

10. Income Taxes yr OW 
1. Operating Income OT ET 
2. Other Income PBS\ TI} 
3. TOTAL INCOME 48,034 
14. Interest Charges AVX dE) 
5. NET INCOME 


3 
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TABLE II 


North Renfrew Telephone Company Limited 


Income Statement 


December 31, 
$ (000) 
Exhibit 

NOs 
1. Local Service Revenues LOO ZS 
2. Toll Service Revenues 99,282 
3. Miscellaneous Revenues Hn USE 


4. TOTAL OPERATING REVENUES 207,760 


5. Operating Expenses IE IL, ents! 7/ 
6. Depreciation Expense 877,002 
7. Other Taxes Scio. 


8. TOTAL OPERATING EXPENSES 158,616 


: Table I, section 4.3 


Section 5.2 


Section 4.3 


5,499 


1980 


Adjustment 


(37154) 


(37154) 


Revised 
Income 


Statement 


1007725 


yaa Po 


LrhS3 


2007277 


TF OST 


34,189 


8,463 


IIS pS 


44,938 
SES) 
44,623 
2577 


44,880 


42,535 


2,345 
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6.0 RATE BASE 


The Commission, utilizing an invested capital Rate Base 
is determining the revenue requirement, and maintaining 
the continuity established by the previous order in re- 
calculating the retained earnings due to the Applicant's 
use of the declining balance method of depreciation 
rather than straight line, recalculated the retained 
earnings component of invested capital as of December 31, 


198 0S alcumattTOonwus Shown sinetabilen imine 


TABLE III 
North Renfrew Telephone Company Limited 
Adjusted Retained Earnings as at 
December 3, 1980 

ihe Adjusted Retained Earnings as at $67,892 

January 1, 1980 

4 

2. Net Income for the period 2 OS) 
3. Dividends paid (e524) 
4. Adjusted Retained Earnings as at 

December 3, 1980 (1+2+3) $68,713 
5. 1980 Retained Earnings per Financial 

Statement $78,384 
6. Retained Earnings Adjustment (Line 5-4) (S97,.67 2) 


: Table £7 
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Table IV indicates the composition of the invested 
capital rate base following the adjustments to share- 


holder's equity detailed below. 


TABLE IV 
North Renfrew Telephone Company Limited 
Components of Invested Capital Rate Base 
December 31, 1980 
Exhibit Revised 
No.3 Adjustment Total 
Debt S3407228 $340,128 
Common Equity 100,164 (Suet. 90,493 
$440,292 (Orewa) $430,621 


: aiesteytke. AIC IL 


= Wh = 
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Hot RATE OF RETURN 


The Commission accepts the Applicant's proposed 13.0 
percent for the rate of return on equity for purposes 
of this application. The Commission again suggests 
that the Applicant review its Capital structure and 
requirements in light of the current interest levels 
and competition for investor funds. The resulting 


capital structure and costs are presented in Table V. 


TABLE V 
North Renfrew Telephone Company Limited 
Calculations of Cost of Capital as at 
December 31, 1980 
Capital Structure Rate Weighted 
S 3 % Cost 3% 
Debt $340,128 G20 15.249 ell 
Common Equity 910/493 alae 350 Phe! 


$430,621 100.0 14.8 


aloes 
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8.0 REVENUE REQUIREMENT 


The additional revenue requirement is calculated as 
shown in Table VI. 


TABLE VI 
North Renfrew Telephone Company Limited 
Calculation of Revenue Requirement 
ie LOtaleCapi tal $430,621 
2. Rate of Return 14.83 
3. Income Requirement Before Interest Csiro 
4. Total Income Before Interest 44,880 


5. Additional Revenue Requirement 
Before Income Taxes AS} teheyel 


6. Allowance for Income Taxes 4,713 


7. Total Additional Revenue Requirement $23,564 


Mo QUALITY OF SERVICE 


The Commission has not received any service complaints from 
customers of the Applicant, nor were any written submissions 
received against the proposed rate increase as outlined in 


the application. 


The Applicant on the suggestion of the Commission, through 

its Order No. 4013 of November 28, 1980, reviewed its 

construction program and revised its expenditures for 
construction, basically in light of the higher interest rates 

and related debt. The Applicant, however, is presently 

proceeding more cautiously on its construction program in 

order to both maintain its financial viability and retain 


the necessary quality of service. 
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The hearing in Beachburg on September 10, 1981, indicated 


the concerns of some of the subscribers of the system. 


The comments and criticisms received from the subscribers 
of North Renfrew Telephone Company Limited clearly 
indicated a desire for the upgrade of telephone service 
from multi-party, particularly for those subscribers that 
operate a business. Mr. Vandekemp, witness for the 


Applicant, responded to this concern by stating in part, 


505006 we have been doing quite a few areas, 
everything below Beachburg is either one, 
two, or four and we are going out that way 
now. Yesterday we completed one line just 
outside of Beachburg, so everything on that 
Side of Beachburg will be up to four party. 
iil GmUhebhaS WASehes so 4 Gieulislale: ible) tero) INS)SN(0) 
everybody would be one, two, or four and 6 
that would pretty well rebuild all sideroads. 


The criticisms raised by the subscribers at the hearing 
were with respect to continued use of older, open lines 
which caused static problems. It was indicated by the 
Applicant that when funds were available, new cable would 
be put in. The Applicant indicated that it was maintaining 
the line to the best of its ability and when financially 


able would do everything possible to eliminate the older lines. 


The Applicant was urged by the Commission to meet with any 
and all subscribers who had complaints in order to come to 
an agreeable solution, particularly such subscribers as 
heard by the Commission. The Commission expects to be 
informed of such solutions as reached and accepted by the 


subscribers. 


2 Transcript of the proceedings of a public meeting held 


at the Lion's Community Hall, Beachburg,Ontario, on 
Thursday, September 10, 1981, p.9. 
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OR GENERAL COMMENT 


The Commission is pleased that the Applicant has followed 
the Commission's previous suggestions concerning 
construction and capital and again recommends that the 
Applicant continue to monitor its construction expenditures 
and adjust its program according to the financial 

resources available and the requirements of the subscribers. 
The Applicant should also, in light of future capital 
requirements continue any action necessary to maintain the 


financial stability of the System. 
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1.0 ORDER 


iho tl 

UPON THE APPLICATION of the Zenith Radio Corporation, 
hereinafter referred to as the Applicant, upon reading the 
said application and other material filed and evidence 


presented during the hearing, 


tee2 

THE COMMISSION HEREBY APPROVES, under and in pursuance of 
sections 6(1) and 91 of The Telephone Act (R.S.0O. 1980, 
c-496) the connection of the customer-provided the Zenith 
Space Phone to the telephone network of the telephone 


systems in Ontario 


ers 

THE COMMISSION HEREBY ORDERS, under and in pursuance of 
sections 6(1) and 91 of The Telephone Act (R-S.0O- 1980, 
c-496) the connection of the customer-provided Zenith 
Space Phone to the telephone networks of the telephone 
systems in Ontario by way of a Zenith 52-2440 type plug or 
its equivalent to be supplied by the customer and an 
adaptor, also to be supplied by the customer if required 


for compatability with the telephone system supplied jack. 


1.4 

THE COMMISSION FURTHER ORDERS, under and in pursuance of 
sections 6(1) and 91 of The Telephone Act CRESiel Oe 98/07, 
c-.- 496) that the connection of a customer-provided Zenith 


Space Phone be made only to an individual line grade of 


service. 
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1.0 BACKGROUND 


The Commission received an application dated November 10, 
1981, from the Applicant for approval of connection of the 
customer-provided Zenith Space Phone, to the networks of 
the telephone systems in Ontario. The Commission had also 
received a similar application from Xerox Canada Limited, 
dated March 11, 1981, for the connection of the 
customer-provided Xerox Telecopier TC-485, to the networks 
of the telephone systems in Ontario. Since the 
applications were similar in nature the Commission decided 


to hear both applications concurrently. 


In early May, notice of the two applications and the 
public hearing, scheduled for August 11, 1981, was placed 
in newspapers which serve the territory in which the 
telephone systems operate as well as in newspapers serving 
Ontario generally . The Commission also mailed the notice 
to each of the telephone systems, in Ontario, regarding 
the applications received from Zenith Radio Canada and 
Xerox Canada Incorporated. The notices specified that 
copies of the applications could be obtained from the 
Commission and that a public hearing was to be held in the 
Commission's offices on August 11, 1981. Written 
submissions were to be accepted until June 15, 1981 and 
the Applicant had until June 30, 1981 to respond to the 


submissions. 


By June 15, 1981, the Commission had received written 


submissions from the following parties: 


Canadian Business Equipment Manufacturers Association 
Canadian Federation of Communication Workers 

Nine Telephone Systems by Petition 

Northern Telephone Limited, and 


Ontario Telephone Association 
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One petition was endorsed by nine telephone systems, 
specifically, Brooke Municipal Telephone System, Hay 
Municipal Telephone System, Huron and Kinloss Municipal 
Telephone System, Hurontario Telephones Limited, 
Mornington Municipal Telephone System, North Norwich 
Municipal Telephone System, People's Telephone Company of 
Forest Limited, Tuckersmith Municipal Telephone System and 


Wightman Telephone Limited. 


The Applicant received a copy of each of the written 
submissions on June 16, 1981 and the Commission received 


the Applicant's reply to those submissions on June 30,1981. 


The Applicant and each of the intervernors were mailed on 
July 24, L98l a copy of the tentative agenda for August 
11, 1981 and were invited to make their comments regarding 
the agenda known to the Commission on or before August 5 
EOTsl ie The Commission received and accepted one addition 


to the agenda from the Applicant. 


On August 11, 1981, the Commission heard oral evidence 
from the Applicant and intervenors and at that time 
reminded all parties that final written argument would be 


accepted by the Commission. 


The Commission deliberated on all evidence filed and a 
summary of the parties positions and the Commission's 
reasons for the decision is provided in section 3.0 of 


thats! Onder. 
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3.0 SUMMARY 


The Zenith Space Phone is similar to a speaker-phone.- A 
sensitive microphone and speaker are mounted on the inside 
of the television set and the Zenith Space Phone allows 
the operator to answer incoming telephone calls with the 
use of a remote control device known as the Space Command 
Module. The Applicant pointed out to the Commission that 
the Zenith Space Phone is a passive device. The Zenith 
Space Phone can only be used to answer in-coming telephone 
calls and all outgoing telephone calls must be ‘placed 


through a telephone system supplied terminal. 


Other evidence filed by the Applicant showed that the 
Zenith Space Phone is particularly helpful to those who 
are bedridden, handicapped, or disabled. It also allows 
for more flexibility in the interior decoration of a 


household. 


The Applicant provided evidence that the Zenith Space 
Phone has received approval from the Department of 
Communications under the Terminal Attachment Program 
(TAP), and that it has met the standards of the Federal 
Communications Commission in the United States. 
Furthermore, the Applicant provided evidence that the 
television has met the standards of the Canadian Standards 


Association 


During the hearing on August 11, 1981, Mr. William 
Szydlowski, representing the Applicant, informed the 
Commission that the actual telephone device is isolated 
from any high voltage within the television set. Although 
the telephone device is within the television set Mr. 
Szydlowski informed the Commission that “the high voltage 
in the TV set could in no way get into the device and go 
back either onto the (telephone) network or anywhere else 


in the set." The television set has also undergone surge 
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voltage testing which simulates lightning strikes and has 


been found to meet both DOC and FCC requirements. 


On a number of occasions during the hearing and in written 
evi dencemitnesAppildcante conti rmedmithat  simceenthemzentit h 
Space Phone is equipped with adequate protective 
circuitry, there is no reasonable POSiSa ba laktey, so emeamy; 
network harm occurring as a result of a malfunction in the 


television. 


The Applicant promised to inform its customers, through 
its dealers, of any decision by the Commission in regards 


to any interconnection policies, tariffs, or restraints. 


The Ontario Telephone Association (OTA) and the Nine 
Telephone Systems by Petition (the Petitioners) made 
arguments which were similar in nature. The two primary 
issues were identified as being; 1) approval of the 
interconnection of customer-provided terminal equipment 
pursuant to section 91 of The Telephone Act would 
ultimately result in a deterioration of revenues, and 2) 
each and every telephone system should first have an 
exclusive right of providing specific equipment and only 
where the telephone system has indicated that it will not 
or cannot offer a specific service should the equipment be 
approved for interconnection. Neither the OTA or the 
Petitioners provided any evidence indicating that approval 
of the application would result in a loss of revenues. 
Mr. Gordon Maxfield, spokesman for the OTA told the 
Commission that the OTA had not undertaken any studies on 
the possible impact the Zenith Space Phone might have on 
local or toll revenues. Although the OTA did generate 
some discussion on the potential loss of revenues as a 
result of interconnection, it was of a general nature but 
without evidence and not directly related to the Zenith 
Radio Corporation application for the interconnection of 


the Zenith Space Phone. 
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In regards to the second issue the OTA and the Petitioners 
contended that only in cases where a system has 
specifically indicated that it would not offer similar 
services should the Zenith Space Phone be approved for 
interconnection. In the OTA's final written argument it 
was stated that, "the Association maintains its previous 
argument that there are no substantial benefits to be 
derived from this communication device that cannot be 
obtained from hands-free, loud-speaking telephones 
available from the Independent Systems.” and therefore 


submitted that the application should be denied, 


Mr. Bill Wagner spokesman for the Petitioners conducted a 
cross-examination of Mr. Szydlowski of Zenith, in an 
attempt to show that in the case of a lightning strike 
there is a real possibility of damage to the telephone 
network to which the Space Phone is connected. The 
liklihood of such an occurance is all the more probable 
since the owner's manual to the television set does not 
instruct the user to ground the antenna. Mr. Wagner 
concluded by quoting the portion from the owner's manual 
which states that, “Harm could be caused to the telephone 


network if sets aren't properly connected.” 


Northern Telephone Limited (NTL) submitted that 1) any 
order issued by the Commission should be with respect to 
the specific non-addressable customer provided equipment 
and should be in accordance with the General Conditions 
and Maintenance Charges of Order No. 2612 issued January 
21, 1970, 2) the provision of any service or equipment by 
NUL hor sthe iconnectone of Customer-provided equipment be 
subject to the service charges or monthly recurring 
charges as approved by the Commission, 3) that the 
customer be responsible for the provision of a plug or an 
adaptor which will be compatible with the Company provided 
jacks and, 4) that the connection of the Zenith Space 


Phone be restricted to individual line grade of service. 
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The Canadian Federation of Communication Workers (CFCW) 
submitted final argument in written form after the hearing 
of August 11, 1981. In that submission the CFCW stated, 
"The CFCW is most concerned about the attachment of Zenith 
speaker phone because of the possible negative effects 
this policy will have on jobs in the telephone industry 
directly affecting our affliated members." The CFCW went 
on to propose that if the application is approved by the 
Commission that it remain the responsiblity of the 
telephone systems and their employees for the repair and 
maintenaince of the Space Phone. The CFCW did not provide 
the Commission with any detailed quantified information 
regarding the impact on employment levels in the telephone 
industry should the application be approved. The CFCW 
eoncluded by stating that “the limited benefit to the 
public is far outweighed by the negative effects on the 


telephone industry.” 


Finally, the Canadian Business Equipment Manufacturers 
Association (CBEMA) related some of the general advantages 
of a liberalized terminal attachment policy and in that 
way supported the Applicant. However, no specific issue 
or evidence was put forward by CBEMA to aid the Commission 


in its deliberations on this specific application. 
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4.0 REASONS 


The OTA and the Petitioners submitted that applications 
made pursuant to section 91 of The Telephone Act should be 
approved only under exceptional circumstances. The 
Commission was not convinced that section 91 should be 
interpreted in restrictive manner. Since section 91 does 
not andlveate Specretie (riterda for, the provision of 
customer provided equipment, the Commission has wide 
discretionary powers regarding the nature and the type of 


equipment which can be customer provided. 


In regards to this application, the Commission finds no 
merit in the OTA and the Petitioners' contention that 
approval of the interconnection of the Zenith Space Phone 


will result in a loss in revenues. 


The Petitioners, did however, raise the issue that the 
Zenith Space Phone may not be entirely safe to use in 
conjunction with the telephone networks. Compatibility was 
not discussed by the OTA or NTL. The Commission listened 
to the evidence provided by the Petitioners very carefully 
and is concerned that there may be a possibility of harm 
to the networks as a result of the interconnection of the 
Space Phone. However, whereas the Applicant was able to 
provide evidence that the Space Phone has met certain 
technical standards the Petitioners did not provide 
anydocumentetion of the possible harm or probablity that 
such harm may occur if the Zenith Space Phone is 
interconnected. Therefore, based on the evidence 
presented, the Commission finds that the Zenith Space 
Phone is technically acceptable for connection to the 


networks of the telephone systems. 


The type of jack provided by many of the telephone systems 
is not compatible with the type of plug equipped on the 
Zenith Space Phone. NTL proposed that it remain the 


customers' responsibility’ to provide an adaptor which 
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would allow the interconnection of the Space Phone to the 
type of jack provided by the telephone system. The 
Applicant simply stated that they were in agreement with 
this requirement. The Commission accepts the submission 
of NTL and in section 1.3 of this Order has determined 
that the customer is the party responsible for providing 
the appropiate plug and/or adaptor for use with the 
telephone system's jack. The customer's responsibility to 
provide the plug and adaptor also requires the correct 
installation and fitting of the plug and adaptor to the 


Zenith Space Phone. 


The Commission is concerned that an understandable and 
workable arrangement for the interconnection of the Space 
Phone be implemented. This arrangement not only ensures a 
proper connection of the equipment to the telephone 
system's network but also serves as a point of demarcation 
between the customer-provided equipment and the telephone 
network. In the case of any dispute between the customer 
and the telephone system this jack and plug arrangement 
will expetite and simplify the process of locating the 


source of any problems. 


The Commission is concerned that some telephone systems 
may be providing jacks and charging rates which have not 
been approved pursuant to section 105 of The Telephone 
Act. Other telephone systems may not yet be offering 
jacks and associated equipment to their customers. The 
Commission expects to receive applications from all 
telephone systems which have not yet applied for approval 
OL arate tom the proviston lofmaggack and is trong lly, 
recommends that any such application be submitted to the 


Commission expeditiously. 


NTL also proposed that the Zenith Space Phone be used only 
in conjunction with an individual line grade of service. 
The Applicant responded to NTL's proposal and agreed that 
such an arrangement is acceptable. The Commission has 


accepted this requirement and is included in section od 


of this Order. 
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The remaining issues were based more directly with Order 
No. 2612 o£ the Commission wdatedsdanuarye 21,9 19)/ 0. =) ihe 
Commission has taken the argument in regards to Order No. 
2612 into account and has reviewed Order No. 2612 very 
carefully. However, this Order shall be applicable 
notwithstanding anything in Order No. 2612. It should be 
noted that the application and this Order does not affect 
or change the monthly charges and the non-recurring 
service charges for the provision of equipment or services 
provided by each telephone system and approved by this 


Commission. 
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ONTARIO TELEPHONE SERVICE COMMISSION 


BEFORE 


F. Wall, 
Vice Chairman, 


D. Austin, 
Member. 


HEARD AT: 


TORONTO, OCTOBER 21, 1981. 


APPEARANCES: 
FOR THE APPLICANTS: 


Mr. and Mrs. D. Philp: 


FOR THE COMPANY: 


People's Telephone Company 
of Forest Limited: 


Order No. 4096 
Tuesday the 29th day of December, A.D. 1981. 
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IN THE MATTER of sections 6(1), 
14, 23, and 89 of The Telephone 
Act (R.S.0. 1980, c.496) 


and 


IN THE MATTER of an application 
by Mr. and Mrs. Donald Philp 

in regard to a dispute with 
People's Telephone Company of 
Forest Limited regarding a 

rout fos RIlGHS Gayest 


Mr. N. Sinclair, 
Counsel for Mr. and Mrs. D. Philp 
and Themselves. 


Mr. R. Sutherland, 
Manager. 
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ORDER 


UPON THE APPLICATION of Mr. and Mrs. Donald Philp of Forest, 
Ontario, hereinafter referred to as the Applicants, upon 
reading the said application and evidence presented during 


the hearing, 


THE COMMISSION HEREBY ORDERS, under and in pursuance of 
sections 6(1),14 and 89 of The Telephone Act (R.S.0O. 1980, 
c-496), that Peoples Telephone Company of Forest Limited, 
hereinafter referred to as the Company, withdraw the disputed 


toll charge billing of $8.40, 


THE COMMISSION FURTHER ORDERS, under and in pursuance of 
sections 6(1),14 and 23, that the Company pay to the 
Applicants their costs of and incidental to the proceeding as 


to be assessed by the Commission, 


THE COMMISSION DIRECTS that the Applicants file with the 
Commission their costs of and incidental to the said 
proceeding as well as supporting documentation with respect 


to these costs within one month of the date of this Order. 
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BACKGROUND 


On June 18, 1981, the Commission received a letter dated June 
12, 1981, from Mr. Douglas H. Beatty who was acting as 
counsel for Mr. and Mrs. Philp (the Applicants), indicating 
that they and the People's Telephone Company of Forest 
Limited (the Company) were involved in a dispute over a long 
distance toll billing of $8.40 charged as of November 26; 
1980. Herein it was explained that the Applicants were 
disputing the charges because they experienced a dial tone 
and “buzzing” noises during the time the calls were made. 

The Applicants requested that the Commission issue a ruling 


on the matter. 


The Commission forwarded a copy of Mr. D. H. Beatty's letter 
to the Company requesting it to explain to the Commission the 
concerns of the Applicants. 

Mr. Lyle F. Curran, solicitor for the Company, replied to the 
Commission in a letter dated June 29, 1981, stating that the 
Applicants' bill covered long distance calls of up to 22 
minutes in duration. He stated that the Company's position 
was that there was considerable amount of speaking time 
available even though the dial tone lasted for more than 
forty-five seconds . He also indicated in his letter to the 
Commission that “The People's Telephone Company was quite 
prepared to have the matter resolved by the Court to 
determine whether Mr. Philp is entitled to free telephone 


Calls ior noite: 


The Commission, after reviewing the initial filings of both 
parties, decided that further information was required. 
Written interrogatories were sent to both parties on August 


ia, 198i 
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Mr. Beatty, counsel for the Applicants, in his response to 
interrogatories stated that the call which lasted twenty-two 
minutes, as indicated in Mr. Curran's letter of June 29, 1981, 
also included the operator's time in trying to obtain a better 
connection. He also stated that the dial tone problem was not 
an intermittent noise, but continuous, and remained on the line 
for approximately two minutes forcing the termination of the 


conversation. 


Mr. Curran, solicitor for the Company, in his response to 
interrogatories stated that this trouble complaint ‘had been 
investigated on November 26, 1980 by one of the Company's 
senior service representatives who tested the service from an 
outdoor protector at the side of the Applicants' home, and 
found no trouble on the line. He stated that the Company and a 
service representative tested the line group in the Aberarder 
exchange and found a problem in the line finder which had what 
is referred to as 'back lash' problem. This 'back lash' 
problem could give dial tone on a busy line for approximately 
45 seconds. This problem was repaired and the switch restored 


to service. 


He also stated that the Applicants' complaint was the only one 
received from the Aberarder exchange regarding that particular 


interference. 


Finally, he stated in the reply to the interrogatories that the 
Company nad indicated to the Applicants in a letter dated 
January 22, 1981 that the Company was prepared to reduce the 
Applicants' account by $2.80 if accepted within seven days from 
the date of that letter, and that offer was made without 


prejudice. 


Based on the written evidence presented as a result of the 
interrogatories, the Commission decided to hold a hearing in 
order to obtain full information to determine the application. 


The hearing was held on October 21, 1981. 
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HEARING 


During the hearing the position of the Applicants was 
reiterated that they felt they should not have to pay the 
disputed billing because of the telephone problems they had 
experienced. The Applicants' counsel, Mr. Sinclair, 
submitted that the Applicants' dispute was one of principle 
and that the underlying issue was the poor quality of service 


being provided by the Company. 


He said the Company never acknowledged that they tested Mr. 
and Mrs Philp's telephone line and that a problem existed. 

He also submitted that the Applicants never received an 
apology from the Company with respect to the service 
problems, rather a statement of account from the Company's 
solicitor “without prejudice". Furthermore, no apology was 
issued in regard to the Philps's billing once the problem was 


realized. 


Mr. Sinclair contended that the issue was more a matter of 
principle than money, mainly due to the lack of good customer 
relations exhibited by the Company. Mr. Sinclair requested 
that, given the unreasonable attitude taken by the Company in 
whole of the issue, costs of proceeding be awarded to the 


Applicants. 


Mr. Sincla.r also filed as evidence of the problem written 
affidavits from three persons who attested that there were 
problems on the Applicant's line on November 26, 1980, namely 


E. West, A. Philp, and N. Grodin. 


Mr. Sutherland, representative of the Company, indicated that 
the only problem the Company could find was a 'backlash' 
condition in the line group at the Aberarder exchange. Mr. 
Sutherland did indicate that the condition could cause a dial 
tone which could last forty-five seconds on a line. However, 
he stated that the Company's position was that while the 
Applicants could have encountered some minor problems on the 
line, since their call lasted for twenty-two minutes, they 


were not entitled to a full reduction of their bill. 
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REASONS 


The Commission's concerns in this case were three-fold: 


1) In assessing a complaint under section 89(2) of The 
Telephone Act, the Commission must determine whether the 


complaint is valid, and if so, can it be substantiated. 


2) Section 89(1) of The Telephone Act requires the 
Commission to ensure that every telephone system shall 
furnish continuous telephone service that adequately and 
efficiently meets the needs of the public in the 
territory in which it operates. Does the Company meet 
the requirement of a telephone system as stated in the 


Act? 


3) The Commission should decide whether or not the request 
for costs incurred by the Applicants should be awarded, 


and if so, for what amount. 


The Applicants applied to the Commission for a ruling under 
section 89 of The Telephone Act (R.S.0O. 1980, c.496). They 
complained that they were given a bill for toll charges but 
due to the problems they experienced on the line, felt that 
they were not obligated to pay for service they did not 


receive. Given that under section 89(1) of The Telephone Act, 


Every telephone system shall furnish 
continuous telephone service that 
adequately and efficiently meets the needs 
of the public in the territory in which it 
operates. 
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The Commission views quality of service, of each telephone 
system in Ontario, as encompassing not only the mechanical 
and electronic operation of the system, but also including 
the administrative and business practices as well as customer 


relations. 


The Commission concluded from the evidence that the Company 
failed to provide service not only from a technical 
perspective, but also more important from an administrative 
business and customer relations perspective. In this respect, 
the Commission has accepted that the Applicants have a valid 


complaint. 


In substantiating the complaint both the Applicants and the 
Company established that a problem regarding a dial tone and 
“buzzing” noise existed on Mr. and Mrs. Philp's telephone 
line. However, neither party could agree to the extent and 
duration of the problem that existed. Given that both 
parties agreed that a problem did exist at the time that the 
calls were made, the Commission felt that the complaint was 
substantiated and that a question of the amount of 


reimbursement remained. 


There is no proof that the Applicants were trying to avoid a 
legitimate bill. There is evidence filed that indicated that 
they had approached the Company at least twice to reach a 
settlement before bringing their complaint to the Commission. 
Furthermore the Company never acknowledged that the problem 


existed as it was pointed out by Mr. Philp: 


I would presume that the majority of 
companies would at least send a note of 
apology and recognition that you have 
complained. But we received absolutely 
nothing on our next bill other than an 
unpaid balance and late pay charge for the 
amount which we did not send in. 


The Company had no rationale for the reduction that they 
offered the Applicant. The credit was not presented in a 
letter of apology but in a notice from the Company's 


solicitor. 
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The Commission is disturbed by the Company's intimidating 
procedure and commends the Applicants for bringing this 
matter to the Commission's attention. The Applicants have 
maintained a satisfactory account with the Company, and their 


only outstanding charge was the disputed $8.40 bill. 


In assessing costs to be paid by the Company, the Commission 
wishes to clearly state that the Company demonstrated a 
complete lack of reasonable customer relations. The Company 
instead of trying to resolve the matter, was only "prepared 
to have the matter resolved by the Court". The Commission 
has no doubt that this matter could have been settled without 
the Commission's intervention. The Commission therefore, has 
ordered the Company to compensate the Applicants for the cost 
incurred as to the proceedings before the Commission. Once 
the Commission determines the amount of costs so herein to be 
assessed will give notice to the Company. Payment by the 
Company to the Applicants will be expected immediately after 


the Commission's assessment. 
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APPENDIX (ii) 


Type of Entity of the Independent Telephone Systems Operating in 
Ontario in 1981. 


Systems operated as public utilities 


by municipal corporations 


Municipal Systems 


Incorporated companies 


TOTAL: 


APPENDIX (iii) 


SYSTEMS 
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11 RIES) 
15 48.4 
one 100.0 


TELEPHONES 
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Size Distribution of the Independent Telephone Systems Operating in 
Ontario 1981. 
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Net growth of the Telephone Industry in Ontario since 1971. 


Dec. 31 


1971 
1972 
17S 
1974 
1975 
1976 
1977 
1978 
19:79 
1980 
1981 


No. of Systems 


40 
40 
40 
40 
40 
39 
36 
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a2 
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31 


No. of Telephones 


194,942 
205,470 
216,007 
227,810 
240,700 
258,161 
262,363 
274,916 
284, 288 
261,446 
270,053 


% Change 


3.39 
5.40 
5.13 
5.46 
5.66 
7.25 
1.63 
4.78 
341 
(8.03) 
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